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L.dttortal Comment 


‘$y of the discussions engaged in by control- 

lers during the past seven years on that peren- 
nial and all-important subject, the duties, responsi- 
bilities, and status of the controller, has come one 
conclusion on which practically all controllers are 
unanimous: that they do not wish to have their 
responsibilities defined in such a way, either by their 
own companies or by governmental agencies, as to 
imply limitations, on the one hand, or artificial sup- 
port, on the other. 

The thought has been well expressed in a resolu- 
tion adopted recently by the Chicago Control of 
The Controllers Institute of America, which devel- 
oped the conclusion that the value of a controller 
lies in his ability, training, acumen, honesty, co- 
operativeness, resourcefulness, and facility for in- 
ducing action, ‘rather than by being precariously 
upheld by mere stipulated authority or by being 
subjected to the limitations of prescribed duty.” 

Legislating or prescribing position and duties is 
in itself circumscribing, and if limitations are placed 
even by inference on the work of a controller, his 
usefulness is lessened. That conclusion was reached 
years ago by the men who organized The Control- 
lers Institute of America and who undertook to 
study the status of the controller, and the important 
question whether that status could be improved. 
Controllers prefer that whatever recognition is given 


to them and their calling come as a result of work 
well done; they do not seek or desire to have their 
calling set up or supported by statute. 

Leaders in this field have reached a conclusive 
understanding on those points which may be ac- 
cepted by controllers generally as wise, and sound. 
They agree further that the status of the controller 
and consequently the effectiveness and value of his 
work can be improved; and they are in agreement 
that such improvement will come first of all from a 
strengthening of controllership routines and con- 
trols, which in turn must be supported by adequate 
authority, conferred by management and directors. 

An encouraging sign has been noted in the past 
six months, namely, that these studies, examinations 
and analyses of the value and usefulness of control- 
lers’ work are being made, not alone by controllers 
as in other years, but by business men generally— 
executives, members of boards of directors, and gov- 
ernment authorities. It is the estimate which those 
groups make of the value and usefulness of the 
controller's functions which will in the long run 
strengthen controllership. When boards of directors 
decide that sound controllership is the principal pro- 
tection of the interests of stockholders as well as of 
management, and move to provide that sound con- 
trollership, then indeed this calling will have reached 
the high station for which it seems destined. 





PAGE 

Editorial Comment 

Aims and Purposes of United States Central Statistical 
Board 

Controllers Attach Great Importance to Commissioner 
Healy’s Address 

Case Material on Controllership Problems 

Acceptance of Accountants’ Audit Program Now Being 
Sought 

Depreciation Concept in Utility Field Analyzed by At- 
torney 


Contents for July, 1939 


PAGE 


Is Not Capable Service to Management Equally Valuable 

to Stockholders? 249 
Brief Items from Here and There of Interest to Con- 

trollers and Financial Officers ...........+-4+- 250-251 
Secretary Frances Perkins To Address Controllers’ Annual 

Meeting 254 
Pacific Coast Conference Unites Controllers of Far West 255 
Communications 256 
Reviews of Recent Business Publications........ 258-259-260 
Institute Activities 





Published monthly by The Controllers Institute of America. Publication office, American Building, Brattleboro, Vt. Editorial offices, 
One East Forty-second Street, New York, N. Y. Entered as second class matter at the postoffice, Brattleboro, Vermont, September 1, 1937, under 
the act of March 3, 1879. Subscription $4.00 a year. Single copies, 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for loss in transit or otherwise. The views expressed in the various 
articles are those of the Authors, not necessarily those of The Controllers Institute of America. ARTHUR R. TucKER, Editor. 

VotuME VII, No. 7 Copyright, 1939, Controllers Institute of America. Printed in U. S. A. July, 1939 


THE CONTROLLER. 











235 





Aims and Purposes of United States 
Central Statistical Board 


Created by Executive Order in 1933, It Tries to Prevent Duplication of Questionnaires 
Submitted to Business Concerns—Reviewing Proposed Inquiries Its Principal Function 
—Economies Effected—Article by Dr. Morris A. CoPpELANnD, Executive Secretary. 


The job of the United States Cen- 
tral Statistical Board is to coordinate 
the activities of the 88 Federal 
agencies that engage in collecting 
questionnaires and reports from the 
public. Broadly stated the three ma- 
jor aims of the Board are: (1) To 
promote economy in the collection 
of reports, from the standpoint of 
both the government and the general 
public; (2) to minimize the burden 
which government reports place on 
the public; and (3) to improve the 
information reported to the govern- 
ment. 

The Centra] Statistical Board was 
created by executive order and oper- 
ated under a series of such orders 
from 1933 to 1935. The board’s ac- 
tivities during that period were 
primarily in connection with the 
statistical services necessitated by the 
depression emergency. On the basis 
of its record, the board was granted 
continuing authority on a statutory 
basis for a five-year period in July 
1935. The mandate of Congress to 
the board was “to plan and promote 
the improvement, development, and 
coordination of, and the elimination 
of duplication in statistical services 
carried on by or subject to the super- 
vision of the Federal Government.” 

Twelve of the fourteen members 
of the board are employees of and 
represent important report-collecting 
agencies of the government. The 
two other members are the chairman, 
who devotes his full time to board 
work, and a non-government mem- 
ber, at present the secretary of the 
American Statistical Association. The 
board itself collects no information 
from the public. It functions rather 
as a nerve center and clearing house 
for the agencies that do. 





HIS article should serve to 
satisfy the natural curiosity of 
controllers as to what the United 


| States Central Statistical Board is, 


| accomplished. It is an authorita- 


how it functions, and what it has 


| tive statement by the executive 
_ secretary of the board, Dr. Mor- 


ris A. COPELAND. 
From the information given by 
Dr. COPELAND it would appear 


| that the board does not have au- | 


| are found to be superfluous, and 


| ment it would appear that the 


is helpful, but it should be im- 


| tlonnaires. 


thority sufficient to enable it to do | 
the kind of a job business would 
really like to see it perform. If it 
had authority to authorize, or to 
refuse to permit circulation of 
business questionnaires when they 


actually to prescribe thew form, a | 
long step toward effecting savings 
would have been taken. 

From Dr. COPELAND'S State- 


board can merely advise and sug- | 
gest, and that its views can not be 
enforced. Merely having the board 


plemented with authority to pre- 
vent duplication of questionnaires 
by numerous agencies. 

Few business concerns them- 
selves keep a record of the cost | 
to them of replying to these ques- | 
In fact a recent in- | 


| quiry by THE CONTROLLERS IN- 


| the questionnaires 


| termined effort has been made by 


STITUTE OF AMERICA disclosed 
that many concerns had no record | 
even of the number or nature of 
received by 
them from various sources. Per- 
haps that is one reason why no de- 


| business to curb this drain on their | 





resources. 
—THE EpITor. 
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The principal previous attempt to 
establish a coordinating agency for 
the federal statistical and report-col- 
lecting services was during the war. 
The Central Bureau of Planning and 
Statistics of the War Industries 
Board exercised functions very sim- 
ilar to those of the present Central 
Statistical Board. In 1919 it was 
transferred to the Bureau of Eff- 
ciency and three years later its work 
was discontinued altogether. 


REVIEW FUNCTION PARAMOUNT 


The hub around which the activ- 
ities of the board revolve is its re- 
view function. Every report form 
and every application form filled out 
by 20 or more private individuals or 
concerns, and similarly every ques- 
tionnaire sent to 20 or more re- 
spondents must, according to regula- 
tions under the Board’s Act, be 
presented to the board for review 
and clearance with other agencies. 

Through its staff of trained econ- 
omists and statisticians the board at- 
tempts to improve the technical fea- 
tures of inquiries which it believes to 
be justifiable, and to dissuade federal 
agencies from promoting inquiries 
the purposes of which are deemed 
questionable or unnecessary. Plans 
for proposed inquiries are custom- 
arily presented to individuals in 
other agencies interested in the field 
of the study; in some cases for criti- 
cism and in all cases to inform the 
individuals that such a study is con- 
templated. In many instances inter- 
agency committees are organized and 
maintained to give continuing super- 
vision to a specific investigation. The 
natural by-product of this procedure 
is that the board gains a working 
knowledge of the data currently col- 
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lected by the government, and of the 
nature and quality of information 
that has already been collected. 

The value of these functions is ap- 
parent when it is realized that 88 
agencies and bureaus of the govern- 
ment find it necessary to request re- 
ports of some nature from the pub- 
lic. If individuals responsible for 
the statistical work of these agencies 
can be kept apprised of current ac- 
tivities in related fields it permits a 
unity of action for the federal re- 
port-collecting services as a whole 
rather than the uncoordinated func- 
tioning of 88 individual units. 

If it is possible for the board to 
point out to Agency A that it is un- 
necessary to send out requests for in- 
formation to 100,000 individuals 
since the information desired is al- 
ready available at Bureau B, there is 
a very real dollar and cents saving, 
not to the government alone but also 
to the 100,000 respondents who 
would otherwise have had to fill out 
the reports. 

Similarly, if Agency A is anxious 
to know the number of hours em- 
ployees work in a given industry and 
Bureau B is projecting an inquiry to 
determine the cost of labor to em- 
ployers in that industry, it may be 
possible to kill two birds with one 
stone, obtain the information re- 
quired by both Agency A and Bureau 
B, and bother the industry only once. 


GOVERNMENT ECONOMIES EFFECTED 


Chiefly through its review work 
the board has been able to effect 
economies in the cost of govern- 
mental operation amounting to sev- 
eral times its own budget. It has ef- 
fected very much larger economies 
for the general public through both 
simplification and elimination of 
questionnaires and report forms. The 
board’s chairman recently presented 
before a committee of the House of 
Representatives a list of savings ef- 
fected in regular governmental 
agencies totaling more than 214 mil- 
lion dollars. He testified also that 
statistical WPA projects estimated to 
cost more than 290 millon dollars 
were disapproved on the board’s 
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recommendation. Such disapprovals, 
of course, do not represent an actual 
saving to the government since these 
funds were presumably spent for 
other types of WPA projects. Dis- 
approval of these projects, however, 
does mean that the general public 
was spared the expense of respond- 
ing to numerous questionnaires that 
would have served little purpose. 
The chairman stated that ‘for every 
dollar spent by the Federal Govern- 
ment for securing reports from the 
public at least $1.00 or more is spent 
by the public in compiling the in- 
formation called for by the federal 
agencies.” Thus the savings to the 
public have been in the neighbor- 
hood of 300 million dollars. 


VARIATIONS IN CLASSIFICATIONS 


Just as the board is in a position to 
know what information is currently 
available to the government, it is 
equally in a position to determine 
the gaps or blank spots. For some 
time it has been the belief of the 
board that current information on 
inventories and on the financial posi- 
tion of business would be invaluable 
to the government and to business 
itself. Consequently, efforts are at 
present being made to inaugurate 
some system whereby such data 
would be made available. In a some- 
what different field it has been found 
by the board that practically every 
federal agency dealing with indus- 
trial information has devised its own 
method of classifying establishments 
within industries. As a joint venture 
under the aegis of the board these 
agencies have now practically com- 
pleted preparation of a standard in- 
dustrial classification. It is hoped 
that the early adoption of this stand- 
ard classification by leading govern- 
ment agencies will facilitate the 
grouping of information and make 
possible for the first time valid com- 
parisons of data on different phases 
of broad industrial groups. 

During the past year the board at 
the request of the President con- 
ducted an intensive investigation of 
the number of financial and other 
statistical reports collected by gov- 
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ernmental agencies during the fiscal 
year 1938. The findings of this study 
were submitted to the President on 
December 31, 1938 in a special re- 
port, ‘Returns Made by the Public 
to the Federal Government.” 

The board’s inquiry showed that 
of a total of more than 135 million 
individual returns collected on 4,700 
different report forms by 88 agencies 
last year, almost 98 million provided 
information needed to apply a law 
or regulation directly to the respond- 
ent or his employees. Examples of 
reports of this sort include tax re- 
turns, financial and operating state- 
ments to regulatory agencies, and ap- 
plications for all types of services 
and benefits. 

Only 38 million individual returns 
were non-administrative in the sense 
of not being essential to the admin- 
istration of laws or regulations, al- 
though this smaller group tends to 
dominate the popular conception of 
“government questionnaires.” These 
reports, which are used by the gov- 
ernment and by the public for gen- 
eral information and policy-making 
purposes, provide basic information 
on such subjects as population, in- 
dustrial pay rolls and employment, 
public health, births and deaths. 


Pay ROLLS REPORTED IN TWELVE 
DIFFERENT FORMS 


Although existing reports of both 
the administrative and non-adminis- 
trative types for the most part serve 
necessary public purposes, the board 
found that the problem of duplica- 
tion of requests for data by different 
agencies had become increasingly 
serious from the respondents’ point 
of view. For example, it was found 
that in a number of lines of business 
a concern’s total pay roll for a given 
period had to be reported on as 
many as 12 different federal forms, 
while information on total revenue 
from sales was required on as many 
as half a dozen forms. 

An important factor in the general 
problem of duplication is the fact 
that both the states and the federal 
government collect income taxes and 
participate in the social security pro- 

(Please turn to page 255) 








Controllers Attach Great Importance 
to Commissioner Healy’s Address 


Great importance is being attached 
by controllers to the message which 
was given them by Honorable Rob- 
ert E. Healy, of the Securities and 
Exchange Commission, in his ad- 
dress at Cleveland at the time of the 
Mid-Western Conference of Control- 
lers on May 15. Public accountants, 
too, have read the message with great 
interest. It appeared in the June 
number of THE CONTROLLER. 

A number of comments have been 
received from controllers concerning 
the added recognition given to con- 
trollership by Commissioner Healy. 

Mr. E. V. Batteurs, controller of 
Industrial Rayon Corporation, of 
Cleveland, writes: 


CONTROLLERS WILL ACCEPT 
RESPONSIBILITY 


“Commissioner Healy’s address in 
which he discussed the responsibil- 
ities of controllers has been widely 
discussed and most favorably re- 
ceived. The indicated lack of stand- 
ardization of accounting funda- 
mentals and principles is unfortunately 
a true statement of fact. The inability 
of many accountants to agree on fun- 
damentals is a distinct detriment to a 
better understanding of corporation 
reports and confidence in and ac- 
ceptance of such reports by manage- 
ment and stockholders. 

“Many of our larger public ac- 
counting organizations have stand- 
ardized their auditing and account- 
ing practices and have expressed 
these principles in written form. It 
is obvious to me that in spite of the 
violations of elementary principles, 
which are cited by Judge Healy, a 
definite movement of standardiza- 
tion is in progress and should 
quickly mature. It is my feeling that 
many of the shortcomings of ac- 
countancy resulting both from the 
practices of controllers and public 


accountants, are the result of educa- 
tional shortcomings and inexperi- 
ence. 

“I am heartily in sympathy with 
the speaker’s suggestion that we re- 
turn to the recognition that the 
primary responsibility for proper ac- 
counting rests on the corporate man- 
agement in the person of the con- 
troller. I know that I speak for 
every member of The Institute in 
saying that we accept this responsi- 
bility. The imperative need of stand- 
ardization of corporate reports is 
not seriously questioned by anyone 
and I trust that The Institute will 
take an active part in helping to ac- 
complish this much needed reform. 

“It is my opinion that the many 
shortcomings of audit reports, as 
cited by the commissioner, are the re- 
sult of limiting the scope of the au- 
ditors’ examination by management. 
I suggest that our public account- 
ants eliminate needless checking and 
detail from their existing audit pro- 
grams so that a comprehensive audit 
and review of accounting can be 
made at a reasonable fee and I am 
confident that in most cases the scope 
of their examinations will not be 
limited by their clients. 

“Much of the present condensing 
of audit work is resorted to as an 
economy measure by management. 
Periodic audits are a necessary sup- 
plement to the work of the control- 
ler and I am confident that the com- 
bination of a_ skilled controller’s 
division combined with the activities 
of an experienced and qualified staff 
of auditors who are unrestricted in 
their examination, will eliminate 
substantially all the objections voiced 
by Judge Healy.” 


How CONTROLLERS May CONTROL 


Mr. F. A. Buchda, of Eaton Manu- 
facturing Company, Cleveland, writes: 
‘For one who admittedly is not an 
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accountant, Judge Healy had no diffi- 
culty in pointing out how we con- 
trollers might ‘control.’ I feel his 
comments and suggestions were timely, 
constructive and concise.” 


CONTROLLERSHIP RECEIVING 
RECOGNITION 


Mr. F. E. Davis, of National Gyp- 
sum Company, Buffalo, writes: 

“It is encouraging to have a man of 
Judge Healy’s prominence and worth 
speak in the terms he did to the Cleve- 
land meeting. That Mr. Healy ad- 
dressed the conference, that he said 
what he did in the way he did, must 
make every controller feel that his of- 
fice is receiving more and more the 
recognition it deserves.” 


SHOULD RECEIVE SERIOUS 
CONSIDERATION 


Mr. F. J. Carr, of American Steel & 
Wire Company, Cleveland, writes: 

“T think those of us who were able 
to attend the Cleveland conference can 
consider ourselves very fortunate to 
have been able to hear Judge Healy’s 
address at that time. As an indication 
of the feeling of the Securities and Ex- 
change Commission concerning the 
responsibilities of controllers it was 
certainly an address which gives all 
controllers a subject for very serious 
recognition and consideration.” 


WHERE A BETTER DISCUSSION ? 


Mr. M. C. Emery, of Bull Dog Elec- 
tric Products Company, Detroit, writes: 

“Where could you find a better dis- 
cussion of the duties and responsibili- 
ties of the office of controller 2?” 


ADMIRABLE ARTICLE ON TIMELY 
SUBJECT 


Mr. M. G. Shook, of Glenn L. Mar- 
tin Company, Baltimore, writes: 
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“Judge Healy’s address was an ad- 
mirable article on a timely subject.” 


FORCEFUL CONTRIBUTION 


Mr. Henry C. Perry, of Heywood- 
Wakefield Company, Gardner, Massa- 
chusetts, a former president of The 
Controllers Institute of America, 
writes: 

“It is my opinion that the material 
presented in the June issue of our pub- 
lication is the most forceful contribu- 
tion we have had in many months deal- 
ing with the obligations of controller- 
ship. Judge Healy's presentation at 
the Mid-Western Conference was out- 
standing. As controllers, we should 
recognize that our work in the profit 
and loss and balance sheet field is the 
first line of defense for stockholders, 
and that the work of the public ac- 
countant is nothing more than a sup- 
plementary policing of activity, of 
value only in ratio to our own per- 
formance. The Report of the Special 
Committee of the American Institute 
of Accountants, also set forth in the 
last issue, I believe, fails to produce 
anything that has not already been 
made mandatory by controllers and 
public accountants who have adequate 
respect for their obligations. In the 
final analysis, if management, control- 
lers and the public accounting profes- 
sion cooperate in the simple task of 
having the financial report reveal with- 
out bias or omission the true position 
of corporate enterprise, there need be 
no shifting of responsibility, no pro- 
found penetration and unnecessary ex- 
pense in making the audit, and no 
forced action by an aroused and blush- 
ing profession.” 


CONTROLLERS Must TAKE LEAD 


Mr. E. Stewart Freeman, of Denni- 
son Manufacturing Company of Fram- 
ingham, Massachusetts, writes: 

“There is much food for thought in 
the remarks of Judge Healy which you 
published in THE CONTROLLER. 

“There is still much to be done in 
developing sound principles and prac- 
tices of accounting and reporting. In 
fact, there is so much still to be done 
that I should hate to see any enact- 
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ment of present ideas into law. It is 
the larger concerns which must take 
the lead and it is the people who do 
the work in these concerns, rather than 
the people who do the checking, who 
must take the responsibility for im- 
proving the work. 

“Is it not possible that The Con- 
trollers Institute should give relatively 
less time to taxes and business regu- 
lations, and relatively more time to the 
development of its own profession ? 

‘Judge Healy brings out three im- 
portant points which should give every 
controller food for thought. These 
points and a few comments on them 
are as follows: 

“First, that stockholders should look 
to the controller as the doctor pri- 
marily responsible for following up 
and reporting on the financial health 
of the corporation and realize that the 
outside auditor is like the consulting 
physician called in for periodic check 
and review. The controller has the 
more intimate and specialized knowl- 
edge of the particular patient, while 
the auditing firm has a less intimate 
contact with a larger number of pa- 
tients. In the same company both are 
employed by the same managment, but 
as the public auditor receives his liveli- 
hood from many employers he can 
more easily be independent of anyone. 
The check of one physician upon the 
other is a form of insurance for both 
management and stockholders, but fire 
protection is even more important than 
fire insurance. The controller must see 
to it that his concern has the protec- 
tion of a soundly conceived financial 
plan and a continual check on the 
progress of its execution. 

“Secondly, that there are still lam- 
entable differences in the principles 
and practices of accounting. Some of 
these differences are due to lack of 
foreknowledge of events and the at- 
tempt to build fences at the end of 
each year when business transactions 
are not complete. Other differences 
are due to the shift, still in process, of 
accounting emphasis from the balance 
sheet to the profit and loss point of 
view, from the ‘‘value’” conception of 
the credit man to the “invested cost” 
conception of the cost accountant. Also 
some of the trouble is due to the fact 


239 


that so many accounting practices are 
determined by lawyers and business 
men who have only a superficial un- 
derstanding of accounting. Further- 
more some of the things cited are 
simply inexcusable. 

“So long as there are many ways of 
doing and interpreting things it is dif- 
ficult to depose expediency from fre- 
quently acting as the judge. The tax 
auditor too often takes the view that 
everything is profit unless proved not 
to be profit, whereas the concern pay- 
ing dividends ought more nearly to 
take the contray view. Accounting 
progress must not be strangled with 
rigidities, at least not until it has 
passed its present stage of transition 
and immaturity. Yet much more can 
be done than has been done to develop 
better ideas on the subject of account- 
ing and reporting. 

“Thirdly, that the controller holds 
the key to sound corporation account- 
ing and reporting. The public auditor 
is naturally interested in the formula- 
tion of accounting principles, just as 
the police officer and judge are inter- 
ested in having laws clearly written. 
The work of all three however is pri- 
marily to enforce conformity with 
principles already accepted rather than 
to devise new principles. They can and 
should keep the stragglers and lag- 
gards in line, but should not be ex- 
pected to lead the parade.” 


PuBLIC AUDITORS AN INSURANCE 


Mr. William R. Little, controller of 
the Washington Star, writes: 

“This is undoubtedly an excellent 
article and one that clearly defines the 
attitude that should be taken by the 
professional man as well as the lay- 
man. I was particularly impressed with 
his emphasis on the point that the 
work of public auditors is only an in- 
surance, and that adequate internal 
control is of major importance. Also, 
I think his point with regard to the 
formulation of accounting principles 
over which there is undoubtedly a 
great difference of opinion is well 
taken. Standardization would be a 
major step toward elimination of am- 
biguous financial reports.” 

















Case Material on Controllership Problems 








Cost Control: Use of Indirect Labor: 
Automatic Incentive Bonus 


The Colster Machinery Company, 
which manufactured food-making 
machinery and allied products, early 
in 1930 adopted an automatic incen- 
tive bonus plan for its key men and 
departmental foremen. The four ob- 
jectives of the bonus plan were: (1) 
realization of maximum efficiency in 
current spending performance; (2) 
constant improvement in standards 
of operation; (3) education of key 
men in the financial significance of 
engineering effort; and (4) the 
broadening of the interest of the 
supervisor to include over-all plant 
operations rather than just the af- 
fairs of his own department. 

The departmental organization of 
the company was that typical in the 
machinery manufacturing industry, 
with productive departments such as 
planning, milling, gear cutting, 
grinding, and the like, and non-pro- 
ductive or service departments such 
as inspection, engineering, and pat- 
tern-making. 

Essentially, the incentive bonus 
plan adopted by the Colster com- 
pany provided for sharing with the 
principal departmental heads and 
their assistants any savings realized 
in direct labor costs and in manufac- 
turing expense. Savings were meas- 
ured by means of a periodic compari- 
son of actual operating outlays with 
predetermined allowances which rep- 
resent reasonable standard perform- 
ance. In order to prevent the mak- 
ing of savings in one department at 
the expense of another, and in order 
to promote cooperation between de- 
partments, the plan was so devised 
that a responsible supervisor would 
be entitled to share in the savings 
realized by every operating division, 
that is, in the savings of other super- 
visors as well as his own. 

The principal expense classifica- 
tions that came within the operation 





of the bonus plan were direct labor, 
supervision and clerical help, utility 
labor, lost time, miscellaneous main- 
tenance labor, supplies, power and 
process steam, spoiled work, and re- 
pairs to machinery and tools. Care- 
ful engineering analyses were made 
of all these expenditure classes and 
standards were established by which 
savings could be measured. Some of 
the standards were looked upon as 
proportionately variable with manu- 
facturing activity; others, such as 
those for supervision and clerical, 
were “curved,” that is, variable but 
not directly so; and still others were 
regarded as fixed in their relation to 
changes in the rate of operations. 
The standards, which were devel- 
oped for successive 10 per cent. in- 
tervals from 10 per cent. to 150 per 
cent. of operations, generally re- 
flected an improvement upon good 
past performance, which meant that 
a supervisor was obliged to better 
past accomplishments substantially in 
order to win a bonus. Care was 
taken to enlist the full cooperation 
of the supervisors before the stand- 
ards were finally approved. 


PROVIDING MEASURING STICK 


In order to determine the level of 
current operations in any depart- 
ment, the total allowed or standard 
hours produced were compared with 
a long term average number of such 
allowed hours. This average number 
of allowed hours was assumed to 
constitute 100 per cent. normal de- 
partmental activity. The allowed 
time for each individual operation 
was fixed by the methods department 
with the aid of engineering time 
studies. The efficiency of the best 
operators was assumed to be 100 per 
cent., and the time allowed for each 
job was set at 70 per cent. of this 
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optimum level of efficiency for each 
department. Savings in direct labor 
cost under the incentive plan were 
available when the departmental efh- 
ciency exceeded this 70 per cent. 
standard. Such savings were meas- 
ured by multiplying the allowed 
labor hours by the standard labor 
rate for the department concerned ; 
this computation furnished the total 
direct labor allowance as of 70 per 
cent. efficiency. The total labor al- 
lowance was then compared with the 
actual pay roll for the department, 
and the difference constituted the 
savings for the period. 

Of the full possible savings esti- 
mated by the company’s engineers, 
Y% was available for distribution to 
the eligible employees, while the 
remaining 24 was retained by the com- 
pany. The plan automatically be- 
came inoperative during severe busi- 
ness depressions, or when operations 
dropped below 50 per cent. of the 
assumed normal activity. 

It was felt that the application of 
the regular procedure of the bonus 
plan to repair costs would only en- 
courage foremen to under-maintain 
their equipment at the risk of heavy 
expense for overhauling or for early 
replacement. The savings in main- 
tenance and repair costs therefore 
were computed on the basis of cu- 
mulative results for a three-year pe- 
riod, with special provision for the 
first two years of operation under the 
incentive plan. Expenditures for 
new tools were entirely excluded 
from the operation of the bonus 
plan. Outlays for industrial service 
and research and development were 
similarly considered outside the 
scope of the provision for the sav- 
ings bonus. 


ADVANCE PLANNING REQUIRED 


The management of the Colster 
Machinery Company recognized the 
fact that the success of the incentive 
plan for cost control was contingent 
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upon how well the beneficiaries of 
the plan were kept currently in- 
formed of conditions under which 
operations in the near future were to 
be carried on. The management ac- 
cordingly took great care to provide 
for the pre-planning of departmental 
Operations as a prerequisite to the ac- 
tual realization of the economies ex- 
pected to flow from the use of the 
incentive plan. The rate of activity 
for each department was estimated 
for each month well in advance of 
the opening of the budget period, 
and the supervisor was furnished 
with the allowed costs for the ac- 
counts over which he had control. 

When the incentive plan was first 
put into operation the supervisors 
were explicitly informed as to just 
what was to be expected of them. 
Educational campaigns were con- 
ducted, and meetings were held for 
the purpose of analyzing the various 
expenditure accounts and discussing 
the difficulties involved in the setting 
of workable standards. The bene- 
ficiaries were given information on 
the costs of different kinds of sup- 
plies, as well as “budget books” in 
which provision was made for indi- 
cating losses and gains on the various 
items to be controlled. 

The beneficiaries of the bonus 
plan each month received one-half 
their earned share of savings, with 
the remaining half held in reserve to 
their credit. At the end of the year, 
the accumulated balance in the re- 
serve account was paid. The theory 
of this procedure was two-fold: if a 
foreman effected savings in his de- 
partment early in the year and then 
suffered a loss in subsequent months, 
the company could liquidate the 
debit without the employee’s feeling 
it. The procedure also helped to pre- 
vent dishonesty. Without such re- 
straint, the sharing employee might 
permit his repairs and supplies re- 
quirements to accumulate until some 
one month when he could make all 
the needed expenditures in that one 
period, thus leaving himself in posi- 
tion to enjoy a good bonus for the 
rest of the year. 

A further purpose of the reserve 
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was a psychological one, as seen in 
the effect of paying a substantial 
bonus once a year. It was believed 
that a strictly monthly bonus would 
appear to the employee as a part of 
his salary, while the bonus once a 
year served to remind him that he 
had something especially worth 
working for. A participant who re- 
signed forfeited all balances in his 
favor unless the resignation took 
place as of the end of the bonus pe- 
riod. Any employee who was dis- 
missed for incompetency or for dis- 
ciplinary reasons lost all bonus 
rights; if dismissed for managerial 
reasons, he received his due share of 
the savings funds held in reserve. 
Where red or unfavorable vari- 
ances of actual performance from the 
standards were caused by action of 
the general management, no altera- 
tion in the usual procedure was ex- 
pected. In other words, the reserve 
account was charged with the de- 
ficiency as it would be in the event 
that the key man failed to maintain a 
sufficiently high level of perform- 
ance. When a foreman spent part of 
his time as a direct worker, the com- 





“Control of Capital 
Expenditures” 

An article on this subject will 
appear in the August issue of THE 
CONTROLLER, from the pen of 
Mr. Franzy Eakin, vice-president 
and controller of A. E. Staley 
Manufacturing Com pany, Deca- 
tur, Illinois. He spoke on this 
subject before the St. Louis Con- 
trol of THE CONTROLLERS IN- 
STITUTE OF AMERICA 07 April 25. 

Mr. Eakin’s papers and ad- 
| dresses always contain much food 
for thought. In the forthcoming 
article he states that business ex- 
| ecutives quite generally act with 
respect to capital expenditures 
somewhat impulsively and emo- 
tionally. 

Mr. Eakin makes the point that 
the successful control of capital 
| expenditures requires all of the 
safeguards that are required for 
control of operating expenditures. 
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pany deducted from the bonus the 
equivalent amount of money that 
was due him for the time devoted to 
productive (direct labor) activity. 

As already noted, the standard al- 
lowances for expense in the various 
departments were determined accord- 
ing to the nature of the account, that 
is, whether directly variable, such 
as direct labor; semi-variable or 
“curved,” such as supervision or 
power; or “fixed.” The amount of 
the allowance was a function of the 
per cent. of activity, which was cal- 
culated to the nearest one-tenth of 
one per cent. Where curves were in- 
volved, departmental activity was 
read to the nearest whole percentage 
and tenths were estimated. When 
the level of activity was exactly that 
at which the allowance changed 
abruptly up or down, the company 
used the lower half of the curve for 
rates of activity, including the per- 
centage as of which the allowance 
changed. One-half of one per cent. 
or more was taken to be equal to the 
next highest whole percentage, leav- 
ing less than one-half percentage to 
be interpreted as the lower whole 
percentage. 

Once the standard allowances 
were set, the Colster Machinery 
Company looked upon them as a 
permanent provision for measuring 
the savings realized under the incen- 
tive plan. Adjustments of course 
were at times necessary when changes 
took place in basic factors of cost, 
such as wage rates; or when produc- 
tion methods were altered or depart- 
ments were combined. It was agreed 
that adjustments should be as few in 
number as possible and should never 
be made more than once a year. 
Changes in expenditure allowances 
were to be so managed as to retain 
for the participants for a reasonable 
length of time the benefits growing 
out of their good work of previous 
years. 


Note: In the August issue of THE Con- 
TROLLER the story of the introduction of 
this plan will be continued. A question- 
naire which was sent to other companies 
to learn of their experiences with cash in- 
centives will be reproduced, with a sum- 
mary of five of the replies received, which 
throw great light on this subject. 








Acceptance of Accountants’ Audit 
Program Now Being Sought 


By Arthur R. Tucker 


Managing Director, Controllers Institute of America 


Public accountants are now engaged 
in explaining to business executives 
the new public auditing program re- 
cently formulated by the public ac- 
countants, which includes a proposal 
that they test check or supervise the 
taking of inventories, and add other 
tasks to the auditing program. 

The profession wishes to put its 
new program into effect at once and 
go to work at it immediately. Thou- 
sands of copies of the proposed new 
audit program have been printed and 
distributed by the accountants; ad- 
dresses have been made in many parts 
of the country; and clients have been 
interviewed, all for the purpose of 
bringing about general acceptance by 
business of this new program. 

The proposal was published in full 
in the June issue of THE CONTROL- 
LER. Since then individual control- 
lers have been communicating with 
The Controllers Institute of America 
to ask what attitude controllers gen- 
erally are taking toward the new 
program. 

In reply, it has been pointed out 
that it is not necessary for any busi- 
ness concern to adopt and put into 
effect the plan suggested by the pub- 
lic auditors. Acceptance is not ob- 
ligatory. The expanded audit pro- 
gram can not be imposed on any 
business without the consent of its 
executives. 


Hope To Put It iNto EFFEct SOON 


When the proposed additions to 
the public auditors’ program were 
announced, including a proposal that 
they test check inventories or super- 
vise the taking of inventories, it was 
stated by the American Institute of 
Accountants that it had been put for- 
ward by that body as a statement of 


the best practice, as the public audi- 
tors see it, and that the members of 
the American Institute of Account- 
ants “expect to put it into effect at 
the earliest date practicable.” Before 
that can be done, however, the exec- 
utives of business concerns must 
agree to it. Such agreement will 
probably be forthcoming only if the 
executives feel that the inventory 
taking practices they have been fol- 
lowing are lacking in some respects, 
are inadequate, or have not produced 
fairly accurate results. 

If the new proposed program spells 
progress, if it is really an improve- 
ment over former practices, and does 
not entail a large increase in fees, it 
probably will be welcomed by con- 
trollers and other business executives. 
The manner of its acceptance will 
depend largely upon whether the new 
program is wisely administered—upon 
the degree of tactfulness used by the 
public accountant in proposing its in- 
troduction. 

There are some companies which 
had made a practice of permitting 
public auditors to supervise the tak- 
ing of inventories, or to make test 
checks. To such companies the new 
proposals of the public auditors will 
present no problem, and will entail 
no enlargement of the public audi- 
tors’ program, and hence no addi- 
tional fee. The number of companies 
in that class is believed to be small. 

The practice most generally fol- 
lowed heretofore has been for the 
companies themselves to handle the 
taking and pricing of inventories, 
and to give certificates as to their 
value, to the public auditors. The 
controller usually has been the one 
to whom the responsibility for tak- 
ing the inventory has been assigned. 
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PRIMARY PURPOSE OF AUDITS 


A spokesman of the American In- 
stitute of Accountants recently 
pointed out that “the primary pur- 
pose (of public audits) is to ascertain 
that the client’s accounting methods 
are sound, and that the financial 
statements fairly present the posi- 
tion of the company and the results 
of its operations, in conformity with 
generally accepted principles, ap- 
plied on a basis consistent with the 
preceding year.” 

What the public auditors are now 
proposing is simple. They wish to 
be assured in each case that the 
method used by a client in taking 
and pricing inventory is sound. If it 
is, in their estimation, no change in 
the procedure of public auditing, or 
extension of the program, with addi- 
tional fees, is needed, and they will 
have no more concern over the in- 
ventory than they have had in past 
years. To give themselves the assur- 
ance they need public auditors may 
feel that they should be given the 
opportunity of being on hand and of 
making test checks, while the inven- 
tory is being taken; or even to exer- 
cise a degree of supervision over the 
procedure. 

A company which has an adequate 
procedure in effect for taking and 
pricing inventories should have no 
difficulty in convincing the public 
auditors that such is the case, and 
the matter might end there. A single 
interview with the public auditors, at 
which a description of the procedure 
followed by the company can be set 
forth, would seem to be sufficient to 
eliminate the necessity for test check- 
ing or supervision of inventory tak- 
ing, by public auditors. 
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MIGHT MAKE QUALIFIED REPORT 


If a disagreement arises between 
the officers of the company and the 
public auditors as to the adequacy of 
the procedure used by the company, 
and the auditors are not convinced 
as to the adequacy of the procedure; 
and if under such circumstances the 
officers of the company refuse to per- 
mit the public auditors to make test 
checks or to supervise the taking of 
inventory, the public auditor would 
then in all probability make refer- 
ence in his report to the fact that he 
had not been permitted to make test 
checks or to supervise the taking of 
the inventory. If the officers of a 
company feel that they are on safe 
ground and that their inventory tak- 
ing procedure is sound, they prob- 
ably will be able to convince the pub- 
lic auditors of that fact. 

The cases of companies which do 
not take inventories regularly, or use 
slip shod methods in doing so, pre- 
sent an entirely different situation. 
The effect on them of the enlarged 
audit program proposed by the pub- 
lic auditors will probably be that they 
will assign the task of setting up 
adequate inventory procedures to 
their controllers, and thus avoid the 
greater expense of having this work 
done by public auditors. Few will 
doubt that that would be beneficial to 
all concerned, and would mark a dis- 
tinct improvement in the general 
conduct of business. 


CHECKING ACCOUNTS RECEIVABLE 


When it comes to the proposal of 
the public auditors that they be per- 
mitted to make test checks of ac- 
counts receivable, or to assure them- 
selves that the companies themselves 
have this matter well in hand, almost 
the same situation as in the case of 
inventory taking is observed. In 
some businesses there may be very 
good reasons why test checking ac- 
counts receivable is not advisable. 
On the other hand some concerns 
may have been in the habit of per- 
mitting public auditors to do this. 
The attendant circumstances in each 
case will decide whether a company 
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| HERE is no disagreement be- | 
| tween public auditors and con- | 
trollers with respect to the fun- 
damental principle of complete 
protection to stockholders, through 

| sound accounting and adequate re- 

| porting. The task of the controller | 
| is to provide sound accounting and 

| to present complete, illuminating 

| reports to all concerned. The task 

| of the public accountant is to as- | 
| certain that the company’s ac- | 
counting methods are sound and 
that the company is adhering to 
them. 

For many years the voice of the 
public accountant was the only 
one heard when accounting mat- 
ters were under consideration; but 
in recent years another voice has | 
been raised when such matters 
were under discussion—that of the 
controller. 

At one time the mere sugges- 
tion by public accountants that a 
drastic extension in their audit 
| routines be made would have been | 
accepted without much discussion 
| by the client; but times have 

changed, and the current pro- 
posal by the public accountants | 
will undoubtedly encounter at least 
| critical examination and study be- 
fore a decision is reached as to | 
whether it shall be allowed to be- | 
come “normal” procedure. The | 
expression “where reasonable and | 
practicable” appears in the resolu- | 
tion adopted by the American In- | 
stitute of Accountants, and busi- 
ness executives must not lose sight | 
| of that qualification. It will enter | 
largely into the discussion whether 
test-checking should be made a | 
part of normal procedure. Nor 
should the fact be overlooked that | 
the public accountants specifically 
disclaim being appraisers, and that 
they are not prepared to accept re- 
sponsibility for quality, condition, 
or value of inventories. 

Joint discussion of the proposed 
new audit procedure, by control- 
lers and public accountants, un- | 
| doubtedly will result in reaching 
an amicable understanding in a | 
majority of cases. 
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shall permit any change or extension 
of procedure with respect to that item. 


NATURAL BUSINESS YEAR 


A great diversity of opinion will 
be found as to the advisability of 
changing a firm’s business year from 
the calendar year to a so-called nat- 
ural business year, which is another 
proposal put forward by the public 
auditors. This proposal has been be- 
fore the business public for at least 
fifteen years. The Controllers Insti- 
tute of America has set this subject 
down for discussion at its Eighth An- 
nual Meeting on October 9 and 10, 
and will attempt to bring out the 
arguments for and against the plan. 
Action on that suggestion of the 
public accountants might well be 
postponed until after that discussion 
takes place and some fairly definite 
conclusions have been reached. 

There is no need of controllers 
and executives of business concerns 
being stampeded into making any of 
the changes in public auditing pro- 
cedures which have been suggested. 
The proposed changes will be under 
discussion for many months, until 
their merits have been weighed. In- 
creasing the expense to business con- 
cerns of public auditing, unless some 
additional protection can really be 
given, will be avoided if possible, 
and it should require a definite show- 
ing that existing procedures are in- 
adequate to convince the officers of 
any company that this expense 
should be increased. 

This development is recognized as 
one of extreme importance in the 
field of corporation accounting and 
public auditing. 


HOW TO COMPUTE HOURS OF WORK 

A recent bulletin of the Wage and 
Hour Division, on the subject of com- 
puting hours of work, reads: 

“As a general rule, hours worked 
will include (1) all the time during 
which an employee is required to be 
on duty or to be on the employer's 
premises, or to be at a_ prescribed 
workplace, and (2) all time during 
which an employee is suffered or per- 
mitted to work, whether or not he is 
required to do so.” 








Recent Decisions and Rulings on 
Utility Depreciation 


Court decisions and commission rul- 
ings during the past eight months con- 
tinue to reveal legal concepts which 
are at variance with accounting con- 
cepts. But neither accountants nor 
lawyers, as classes, are in sufficient 
agreement among themselves to war- 
rant characterizing any concept as a 
universally approved accounting of 
legal concept. All that practicably 
can be compared are specific concepts 
of certain lawyers, including lawyers 
on the bench as judges, and specific 
concepts of certain accountants, includ- 
ing accountants in public practice and 
those in private employ. 

Before discussing decisions which 
illustrate real variance in concepts, 
certain general matters should be con- 
sidered. Depreciation, including pre- 
dictable obsolescence, is assumed to 
mean the decrease in value, but not 
in bulk, of fixed assets;? depletion, 
to mean the physical exhaustion of 
wasting assets; amortization, to mean 
the writing off of intangibles. In 
practice, there is some overlapping. 
An indirect cost capitalized by being 
charged to an account representing 
physical plant is included in its depre- 
ciation base; in this instance, an 
intangible is not amortized, but depre- 
ciated. A physical asset not com- 
pletely constructed but abandoned be- 
fore placed in service is not depre- 
ciated, but amortized. 

Depreciation is important in two 
functions of utility accounting: first, 
to determine operating expense, and, 
second, to determine the value of the 
investment on which the utility is 
entitled to earn a return and of which 
the utility must not be deprived 
through confiscation. It is only by 
charging depreciation as an operating 
expense that the private funds of in- 
vestors in the utility can be recovered ; 
the depreciation accrued to the date 


The footnotes appear at the end of the 
article. 


Paper by Harold Dudley Greeley 


when a rate base is determined must 
be taken into consideration in deter- 
mining that base. Regulation by gov- 
ernment implies an agreement by 
which exclusive rights are granted to 
a utility, in consideration whereof the 
utility agrees to render service at cost, 
cost including a reasonable return on 
the funds invested. Consumers, some- 
times called rate-payers, must pay for 
the cost of the plant, in addition to 
paying for maintenance sufficient to 
keep the property at operating efh- 
ciency. Consumers change, but the 
plant as a whole is practically per- 
manent, made so through replacements 
of its separate units. The plant “never 
was intended to be new in all its parts. 
It would be impossible to make it 
so.”8 Thus, care must be exercised to 
avoid favoring consumers at any one 
time at the expense of consumers at 
any other time. 

There was very little governmental 
regulation of utilities, except rail- 
roads, prior to 1900. First, the states 
undertook it: Wisconsin in 1905, New 





HIS paper is reprinted by per- 
mission of the American In- 
Stitute of Accountants from a | 
book which gives the proceedings | 
of the 51st annual meeting of 
that organization held in Cincin- | 
nati in September, 1938. The pa- 
per was presented there. Mr. 
Greeley is a practicing lawyer, but 
he is also a New York C. P. A., 
and a member of the faculty of 
Columbia University. He has been | 
active in the affairs of The Con- 

_ trollers Institute of Amevica since 
its organization, first as an asso- 
ciate member, and later as counsel. 

The footnotes indicated in the 
lext appear at the end of the | 
article. | 

—THE EpITor. 
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York in 1907, and the last of them by 
1917.4 Because a utility, other than a 
railroad, usually is intrastate, the Fed- 
eral Government, apart from recently 
created commissions, concerns itself 
only with preventing confiscation of 
property in violation of the fourteenth 
amendment to the Federal Constitu- 
tion. In 1898 the Supreme Court 
stated that a utility is entitled to re- 
ceive a fair return on the value of 
property which it employs in public 
service, and that such property must 
not be confiscated.» The function of 
the Supreme Court today in rate cases 
appealed from state courts is to see to 
it that “the action of the state officials 
in the totality of its consequences” 
does not result in confiscation.® Be- 
cause courts do not make rates,? the 
Supreme Court will not entertain an 
appeal from a state court unless the 
latter was acting in a judicial capacity 
and not as a legislative or executive 
agency.§ 

At the outset it should be recog- 
nized that an applicable legal concept 
controls, but contrasting it with an ac- 
counting concept is not merely aca- 
demic, because legal concepts are never 
permanent. Those which emanate from 
lower courts and, usually, those which 
originate in administrative bodies are 
subject to modification on appeal.® 
Those enunciated by the Supreme 
Court, and by the highest state courts 
in cases where no appeal to the Su- 
preme Court lies, are changed in time 
as the law in its progress approaches 
its goal of reflecting the majority 
opinion of the sound thinking citi- 
zens in the society which it rules. Ac- 
counting concepts exercise an influence 
on that progress by suggesting ideas to 
law which molds them into legal con- 
cepts to bind accountancy along with 
the rest of that society.1° Difficulty in 
analyzing and applying legal concepts 
arises from their being stated in gen- 
eral terms and often in nontechnical 
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language.1!_ For instance, the failure 
to distinguish between fund and re- 
serve sometimes leaves one in doubt 
as to whether a sinking fund is re- 
quired. Agreeing with a decision is 
like the agreeing in principle which 
the diplomats do. The entire difficulty 
arises in the application of an agreed- 
upon principle to a specific case where 
money is to be taken or kept from one 
person and given to another. 

One of the most recent decisions 
was by a Pennsylvania court dealing 
with a utility named Solar Electric 
Company.!* This decision was con- 
cerned with the method by which the 
plant was to be valued in determining 
the rate base, the base on which the 
utility's income is to be limited. It 
followed the Supreme Court’s recent 
decision in the American Telephone & 
Telegraph case!3 and required the use 
of the original cost at the time when 
the property was first devoted to pub- 
lic use. The Supreme Court decision 
was in an action brought to set aside 
an order of the Federal Communica- 
tions Commission prescribing a uni- 
form system of accounts, one of the 
features of which was this unique 
original-cost rule. In its system, orig- 
inal cost was defined as ‘‘the actual 
money cost of (or the current money 
value of any consideration other than 
money exchanged for) property at the 
time when it was first dedicated to the 
public use, whether by the accounting 
company or by a predecessor public 
utility.” Estimates were to be used 
when actual costs could not be ascer- 
tained. The Supreme Court dismissed 
the objections to the new system and 
held that the Commission had power 
to do whatever was equitable with re- 
spect to capitalizing or amortizing any 
difference between the original cost 
and the investment made by the ac- 
counting company.!* The court would 
not substitute its own discretion for 
that of administrative officers who did 
not exceed their administrative powers, 
and stated that error or unwisdom was 
not equivalent to abuse of power. 
“What has been ordered must appear 
to be ‘so entirely at odds with funda- 
mental principles of correct account- 
ing’ as to be the expression of a whim 
rather than the exercise of judgment.” 
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A system of accounts may be awkward 
or imperfect without being so arbitrary 
as to justify a court in restraining its 
enforcement. 

Two incidental points in this Su- 
preme Court decision are of interest to 
accountants. The company had ob- 
jected on the ground that its depre- 
ciation would have to be based on the 
cost to a prior owner. The court dis- 
missed this objection with the state- 
ment that any excess of investment 
which was definitely attributable to 
depreciable plant could be amortized. 
“The label is unimportant, whether 
depreciation or amortization, if the 
substance of allowance is adequately 
preserved.” This seems to be a sensi- 
ble solution, but it tends to weaken 
the efforts of accountants to establish 
standardized procedures. A label is 
not unimportant when general rules 
are to be prescribed for uniform adop- 
tion. The other point was the utility's 
objection to the use of estimates. This 
was dismissed because estimates are 
unavoidable in any system of accounts. 
Utilities themselves make use of esti- 
mates in such instances as the prora- 
tion of a lump-sum price among vari- 
ous assets purchased, and the retire- 
ment of plant and equipment when 
units cannot be identified or their costs 
exactly ascertained. 

The Solar Electric company decision 
is interesting chiefly because it is the 
latest judicial condemnation of the 
“reproduction cost mew less accrued 
depreciation” basis for rates. This basis 
has been approved as one of the fac- 
tors in a number of Supreme Court 
decisions, beginning in 1898 with 
Smyth v. Ames, 169 U. S. 466, the 
principal other factor being original 
cost. All factors were to be considered 
together in determining what was 
called the fair value of the utility’s 
property. The Pennsylvania court re- 
marked that the reproduction-cost 
formula “produced a result arrived at 
entirely through approximations and 
theoretical calculations and, when de- 
termined, had no lasting usefulness, 
because of fluctuations in material and 
labor costs from year to year.’’!5 In the 
Solar case, reproduction-cost estimates 
varied from 12 per cent. to 140 per 
cent. and the court regarded them as 
based on conjecture and speculation, 
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without probative value, and leading 
only to an arbitrary decision or guess 
as to reproduction cost. Following are 
the court’s principal objections to this 
method: 

The cost of reproducing the present 
existing plant is contrary to the facts 
because the plant was not constructed 
as a complete going unit, but was 
gradually enlarged from a small unit. 
Reproduction cost is entirely theoreti- 
cal because many of the existing 
units of property are either no longer 
capable of duplication or they are of a 
type which no present-day engineer 
would use in a new plant. Under the 
reproduction-cost theory, the value of 
the utility will fluctuate and large ex- 
penditures in rate-case litigation will 
have been made in vain. The deduc- 
tion for accrued depreciation is merely 
a guess because courts require the com- 
puted amount to be weighed with ob- 
served depreciation. Incidentally, a 
computation made by any of the three 
common methods (straight line, sink- 
ing fund, or compound interest) is 
based primarily upon a consideration 
of the age and remaining service life 
of the asset, which is completely in- 
consistent with the reproduction cost 
theory. The court notes a tendency on 
the part of utilities to claim high an- 
nual depreciation charges and at the 
same time to attempt to justify a small 
deduction for accrued depreciation as 
“observed.” 

The Pennsylvania commission had 
adopted, and the court approved, orig- 
inal cost as the rate base, undepreci- 
ated because the annual depreciation 
had been computed by the sinking- 
fund method, which “is exactly the 
same theory which has been approved 
by the Supreme Court of the United 
States in the case of R. R. Comm. of 
Cal. v. Pacific Gas & Elec. Co., 302 
U. S. 388 (1938).” Investors are en- 
titled to a fair return upon the dollars 
invested by them and at the same time 
annual depreciation as an operating 
expense should be allowed at an 
amount which will return the invest- 
ment at the end of the life of the 
property. “A rate base determined in 
this manner is manifestly equitable to 
the investor since it will guarantee to 
him a return on his investment and a 
return of his investment, and thus will 
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insure the integrity of the capital hon- 
estly and prudently invested. It is 
also equitable to the consumers be- 
cause they will be assured of a stable 
rate base, which is not predicated upon 
pet theories, unlimited imagination, 
abrupt fluctuations of current prices, 
and passing conditions, thereby pre- 
venting unwarranted demands upon 
the consumers through the determina- 
tion of rates based upon ephemeral 
values.’’?7 

The Pacific Gas & Elec. Co. case,18 
to which reference has just been made, 
did not endorse any method and it did 
not depart from the long line of de- 
cisions, beginning with Smyth v. 
Ames, which hold that reproduction 
cost should be taken as one of the fac- 
tors in determining fair value as a rate 
base. In this case, the Federal Power 
Commission intervened and asked the 
Supreme Court to adopt original cost 
and to discontinue using reproduction 
cost as a factor. The Commission con- 
tended that “its administrative task 
will be well-nigh impossible of per- 
formance” and that “the economic 
waste involved in the ‘fair value’ 
method must be eliminated and there 
must be substituted a plain and ade- 
quate remedy.” This decision is in- 
teresting chiefly because of a dissent- 
ing opinion by Mr. Justice Butler. He 
quoted from Smyth v. Ames to the 
effect that, in ascertaining fair value, 
“such weight as may be just and right 
in each case’”’ must be given to original 
cost of construction, amount expended 
in permanent improvements, amount 
and market value of the utility's bonds 
and stock, reproduction cost, earning 
capacity, and amount required to meet 
operating expenses. He quoted the 
Minnesota Rate Cases?” to show that 
the ascertainment of fair value is not 
controlled by artificial rules or for- 
mulas, but must be the result of rea- 
sonable judgment based on all rele- 
vant facts. As to reproduction cost, he 
admits that estimates not reasonably 
made are worthless, but he quotes the 
Southwestern Bell Telephone Co. de- 
cision?! as holding that it is impos- 
sible to ascertain a fair return upon 
properties devoted to public service 
without considering costs at the time 
the investigation is made. He quotes 
from the McCardle-Indianapolis Wa- 
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ter Co. case22 as follows: “It is well 
settled that values of utility proper- 
ties fluctuate, and that owners must 
bear the decline and are entitled to the 
increase . . . . the costs of plant ele- 
ments constructed prior to the great 
rise of prices due to the war do not 
constitute any real indication of their 
value at the present time.” In sub- 
stance, Mr. Justice Butler felt that the 
majority opinion had failed to stress 
the significance of reproduction cost 
when properly estimated, and by in- 
ference had emphasized original cost.?8 

But on the same day when the Pa- 
cific Gas & Elec. Co. decision was 
handed down, the Supreme Court in 
the McCart-Indianapolis Water Co. 
case*# sent the proceeding back to the 
lower court for further consideration 
on the ground that the court had failed 
to make allowance for increases in 
prices while that case was being liti- 
gated. That certainly was emphasizing 
reproduction cost; so much so that it 
elicited the strong dissenting opinion 
by Mr. Justice Black, commented on in 
footnote 15 hereof. 

Reproduction cost, despite its objec- 
tionable features, is probably not be- 
coming obsolete. The Connecticut Pub- 
lic Utilities Commission has just made 
this statement about it: ‘““An estimate 
of reproduction cost less accrued de- 
preciation, while not representing fair 
value, is an important element for con- 
sideration in a determination of fair 
value, especially if it is honestly and 
conservatively made, avoiding exces- 
sive allowances for intangibles.”’?> Lu- 
ther R. Nash in a recent article*® con- 
cludes that it will persist unless some 
less objectionable substitute for it can 
be found. He points out that before the 
rise in prices utilities had contended 
for original cost and consumers had 
sought to compel the use of reproduc- 
tion cost, whereas today the positions 
are exactly reversed. Each side is con- 
sistent only in seeking the use of the 
rate base more beneficial to it. He re- 
fers to a summary published at the end 
of last year*? which shows that two 
state commissions have always used 
original cost, four have used it for 
extended periods, six have preferred 
it but have deferred to the law laid 
down by the Supreme Court, and six- 
teen have followed that court’s rule 


and have considered both original cost 
and reproduction cost. 

Mr. Nash recites the criticisms of re- 
production cost made by Mr. Wheat :*8 
the assumption that the present plant 
does not exist; the excessive super- 
vision, organization, and legal ex- 
penses, and costs such as grading and 
paving which did not exist at the time 
of original construction, required in 
the computation of reproduction costs ; 
traffic and other present obstructions 
which did not then exist but are sim- 
ilarly required; and the inclusion in 
reproduction cost of taxes on interest 
during construction and fantastic al- 
lowances for “going value.” Mr. Nash 
refers to the fact that reproduction cost 
means the appraisal of a duplicate 
plant built at one time instead of 
piece-meal as the existing plant was 
built, which accounts for a large part 
of the increased cost for engineering 
and other intangibles, but he points 
out that this usually is offset by a lower 
construction cost obtained through the 
more efficient modern wholesale meth- 
ods. He suggests as a substitute the 
“trended original cost” method, in 
which original conditions, including 
piece-meal construction, are assumed 
but labor, material, and overhead are 
taken at present prices, reaching ap- 
proximately the same total as in repro- 
duction cost.*9 

The other basic matter in dispute is 
the method of determining the amount 
which should be charged annually for 
depreciation as an operating expense. 
Authoritative legal concepts are less 
definite than on the matter of the rate 
base.*” In the leading case of Smyth v. 
Ames, 169 U. S. 466, in 1898, de- 
preciation was not mentioned. The first 
important recognition of it was in 
City of Knoxville v. Knoxville Water 
Co., 212 U. S. 1, 13 (1909) wherein 
the court stated: “Before coming to 
the question of profit at all, the com- 
pany is entitled to earn a sufficient sum 
annually to provide not only for cur- 
rent repairs but for making good the 
depreciation and replacing the parts 
of the property when they come to the 
end of their life... .. It is essential 
to see that from earnings the value of 
the property invested is kept unim- 
paired, so that at the end of any given 
term of years the original investment 
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remains as it was at the beginning. It 
is not only the right of the company 
to make such a provision, but it is its 
duty to its board and stockholders, 
and, in the case of a public service cor- 
poration at least, its plain duty to the 
public. If a different course were pur- 
sued the only method of providing for 
replacement of property which has 
ceased to be useful would be the in- 
vestment of new capital and the issue 
of new bonds or stocks. This course 
would lead to a constantly increasing 
variance between present value and the 
bond and stock capitalization—a tend- 
ency which would inevitably lead to 
disaster either to the stockholders or 
to the public, or both.” 

This statement was unfortunate in 
two respects. In the first place, it bases 
the requirement of a depreciation 
charge upon the need of providing fu- 
ture replacements and yet it makes no 
mention of a sinking fund. It assumes 
that the charging of depreciation as an 
operating expense automatically as- 
sures the availability of funds for re- 
placements. Secondly, its mention of 
present value gave encouragement to 
those who advocate the use of repro- 
duction cost in determining the rate 
base. 

The Wisconsin Public Service Com- 
mission has recently used the straight- 
line method in determining both the 
annual charge and the accrued depre- 
ciation,*! and this is in agreement with 
the practice of the majority of regula- 
tory bodies.3* Although “the court 
need not concern itself with the meth- 
ods or mathematics of accountants, 
save as they may throw light upon the 
ultimate question of confiscation,’’* 
courts recently have been disapproving 
depreciation scientifically computed 
when the amount seemed out of line 
with observed facts.34 Thus, in the 
Arkansas Louisiana Gas Co. decision 
cited in footnote 33, the court stated: 
“Actual experience is more convincing 
than tabulations of estimates, while 
elaborate calculations which are at war 
with realities are of no avail.” 

This seeking for what seems to be 
actual reality is probably the basis for 
the use of the  retirement-reserve 
method employed by most utilities 
other than telephone companies. Its 
theory is that there is no loss until an 
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asset is retired from service and that in 
an established utility retirement losses 
occur so regularly that provision need 
be made for only the immediate fu- 
ture. Henry A. Horne has character- 
ized this method as leading to the fair- 
est apportionment among consumers at 
different times.3> He argues that the 
early consumers should not have to 
pay for the plant while it is new and 
later consumers given the benefit of 
lower rates resulting from reduced 
costs. Estimates of obsolescence are 
arbitrary. Savings procured from more 
efficient equipment should be applied 
first to the amortization of loss on te- 
tired equipment and then to the reduc- 
tion of rates, and in his opinion this 
can be accomplished only by the retire- 
ment-reserve method.36 A recent de- 
cision by the Ohio Public Utilities 
Commission** indicates a leaning to- 
wards this method, but the unique- 
ness of the facts in that case should 
prevent its citation as squarely approv- 
ing the adoption of the method. The 
commission ruled that the annual ex- 
pense of depreciation “‘should not ex- 
ceed the cost of property retirements 
during the period..... The actual 
experience of the company for the pe- 
riod under investigation represents 
more accurately the requirements for 
this expense.” In October, 1933, the 
Public Service Commission of Wis- 
consin, in its memorandum cited in 
footnote 16, advocated the straight- 
line method in preference to the re- 
tirement reserve. 

Courts frown upon arbitrary meth- 
ods as much as they disapprove the 
super-refinements of pseudo-scientific 


computations. Recently, the Connecti- 


cut Public Utilities Commission found 
that a utility had set its depreciation 
expense at 1214 per cent. of its oper- 
ating revenue, less expenditures for 
maintenance.?8 ‘‘Any such arbitrary 
method for determining the annual 
accrual for depreciation reserve is un- 
scientific and without merit.”” Similarly, 
the Federal Communications Commis- 
sion has just held that the balance in 
the reserve account is not an accurate 
measure of accrued depreciation when 
the reserve had been credited with 
round amounts fixed by the board of 
directors in varying amounts from time 
to time aver a long period of years.*° 
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Whether adjustment of the depre- 
ciation reserve should be made to cor- 
rect substantial errors in the past is 
a question of difficulty because, as the 
Connecticut Commission stated in the 
decision cited in footnote 38, “‘it 
would be unfair now to make the rate- 
payers of the present pay for past de- 
ficiencies.”” In that decision, the utility 
was ordered to build up its reserve by 
transfers “of sufficient funds from 
profit-and-loss account and until this 
has been brought about the latter ac- 
count should be conserved for this 
purpose. .... The present owners 
of the property .... should have 
proceeded to correct this condition 
from the time when they acquired the 
property.” 

In conclusion, “the reasonableness 
or unreasonableness of a rate is not 
susceptible of determination with 
mathematical accuracy, nor is it meas- 
urable within a nice degree of exact- 
ness, but it is a question of fact and 
judgment calling for the exercise of 
sound discretion.’’*° ‘‘A solution to the 
problem of the proper basis for the 
depreciation calculation, like many 
other problems of utility regulation, 
must be a practical compromise be- 
tween philosophical and _ expedient 
considerations.”*! This survey of re- 
cent decisions indicates that the field 
of public-utility depreciation provides 
many differences between legal and 
accounting concepts. These differences 
will persist until accountants reach a 
closer agreement on basic accounting 
concepts and lawyers become able and 
willing to present such concepts con- 
vincingly to commissions and courts. 
The importance of these differences is 
apt to be dwarfed by a desire to find 
a sound solution on the facts of each 
case more or less regardless of prin- 
ciples. 

But hard cases make bad law, and 
if we are to have a government of 
laws and not of men, accountants and 
lawyers should cooperate to establish 
sound principles in order that both 
may be enabled “usefully to advise 
clients.” 


FOOTNOTES 
1 “Because of the lack of agreement among ac- 
countants with respect to important accounting 
practices, it has been difficult for the Commission 
to determine what position it should take with 
respect to many statements involving controversial 


questions.”” Carman G. Blough, formerly chief 
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2 Principles of Public Utility Depreciation, 
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3 Lindheimer v. Ill. Bell Telephone Co., 292 
U. S. 151 (1934), concurring opinion by Mr. 
Justice Butler. 

4“Accountancy and Regulatory Bodies,’’ An- 
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erty’ and that it merely fixes the limit which 
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Ask Another Controller— 
about those problems that are 
bothering you. Or better yet, ask 
a group of controllers. It is almost 
certain that they will be able to 
give a satisfactory solution out of 
their combined experience. 

Telephone some member of 
The Controllers Institute of Amer- 
ica; or take your problem to a 
meeting of your local Control; or 
write headquarters. 

Get the habit of consulting with 
other controllers. That is what 
The Institute is for. 
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The subject of our present discus- 
sion, ‘the duties and responsibilities 
of the controller and possible addi- 
tions thereto,” is truly a significant 
one when viewed either in the light 
of ordinary, natural evolution and 
orderly business procedure, or in 
view of the present social upheaval, 
the thunders of whose realigning 
forces even now crash upon our ears 
from every side. 

How frequently we hear business 
leaders voice the complexity of busi- 
ness procedure today as contrasted 
with its previous seeming simplicity 
of selling, producing and financing, 
and accounting. Then we sold to 
whomsoever at whatsoever price, 
produced in an untrammeled and no 
more discontented labor market, fi- 
nanced our operations privately, paid 
our reasonable taxes cheerfully, and 
by simple accounting methods were 
able to determine our standing and 
predicate future plans for ambitious 
enlargement and expansion both in 
volume of presently existing com- 
modities and services, and in the de- 
velopment of new products to serve 
the needs and desires of a people 
whose standards of living were ris- 
ing with each operating improve- 
ment, with each invention, and with 
each lowered cost of production and 
distribution. 

Then, indeed, was accounting a 
comparatively simple service, and a 
few reports sufficed to guide man- 
agement—in fact for that earlier day 
aggressive executive, the fewer re- 
ports the better. Then came keener 
competition, a growing realization 
of the limitations of natural re- 
sources, including migratory land 
possibilities, the annihilation of dis- 
tance, an awakening consciousness of 
the social power of labor, the ex- 
panding scope of public interest, a 
realization of the social value of the 
advanced, effective tools of produc- 











T no time in the history of 

controllership have the re- 
sponsibilities and relations of that 
office to others been under closer 
scrutiny and study than during the 
past six months. It is fortunate 
that business executives have had 
their attention directed to these 
problems; it is equally fortunate 
that controllers themselves have 
been prompted to make new ex- 


| aminations of their own situations. 


These studies undoubtedly will 
result in improving and strength- 
ening procedures all along the 
line. 

The paper published here was 
presented by Mr. G. D. E. Mc- 
ANINCH, of Victor Manufactur- 
ing & Gasket Company, Chicago, 
in a group conference which was 
a part of the program of the Mid- 
Western Conference of Control- 
lers at Cleveland on May 15. His 
subject was “Duties and Respon- 


| sibilities of Controllers and Pos- 
| sible 


Additions Thereto.”” Mr. 
MCANINCH has just completed a 
term as president of the Chicago 
Control of THE CONTROLLERS 
INSTITUTE OF AMERICA. His 
monthly letters to members during 
that period constituted an out- 
standing contribution to control- 


| lership. 


The Chicago Control, and Mr. 
MCANINCH, have contributed a 
neat phrase to the discussion of a 
controller’s responsibilities and 
value to management and stock- 
holders, ‘facility for inducing ac- 
tion.” 

Again, in this paper, the thought 
is brought prominently to the 
minds of all concerned that the 
controller must be armed with au- 
thority with respect to matters for 
which he is to be held responsible. 

—THE Epiror. 








Is Not Capable Service to Management 
Equally Valuable to Stockholders? 


tion which created savings had as- 
sembled, and then the political sens- 
ing of opportunity, by law, through 
taxes and police power, of statutory 
regulation. 


BUSINESS LOOKING FOR BETTER 
TOoLs 


All these factors reach not only to 
the roots of social order, but deter- 
mine the extent, scope and nature of 
business management, with the at- 
tending necessity for better tools, 
sounder training, and greater ability. 
In supplying the improved tools of 
executive service the controller, nat- 
urally, attains an increasingly im- 
portant and prominent part in the 
comprehensive plan of management. 
Hence his duties and responsibilities 
must be viewed in the light not only 
of present day conditions but of the 
ultimate situation in which society 
will find itself as the result of ensu- 
ing adjustments. 

Accordingly many questions are 
presented for our attention. Is the 
controller’s responsibility to manage- 
ment alone? Is he also responsible 
to labor classed as a whole? To the 
investing group of small as well as 
large stockholders, the former group 
usually without managing power? Is 
he to be made responsible to the en- 
tire social body of which business 
(presently so decried politically) is 
but a constituent and an indispensa- 
ble part? Without assuming in any 
way to answer these questions, may 
we ask another—how can the con- 
troller avoid such increased responsi- 
bility, since the ascertainment and 
presentation of facts are the very 
base stone of regulation? 

Going beyond the fundamentals 
of setting up the mechanics and or- 
ganizing the personnel necessary for 
fact finding, and assuming for the 
purpose of discussion that the con- 


(Please turn to page 252) 
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Brief Items from Here and There of In 








Six Fields Covered in Recent Reports 
by Securities Commission 


The Securities and Exchange Commis- 
sion has made public recently these re- 
ports based on a census of American 
listed corporations: 

Eighteen manufacturers of tires and 
other rubber products; 6 beet sugar re- 
finers, and 8 cane sugar refiners; 6 mail 
order houses; 20 oil refiners with produc- 
ing facilities having assets of more than 
$50,000,000 each; 31 department stores 
with annual sales of more than $10,000,- 
000 each; 11 manufacturers of containers 
and closures other than paper or wood. 

Each survey contains the names of 
parents and subsidiaries, the outstanding 
securities issues of each company, and 
other financial data. 

Copies of the summaries are available 
upon request to the Securities and Ex- 
change Commission. 


Move Toward Standard 

Fire Insurance Policy 
The Metropolitan Brokers Bulletin of 
March 1, 1939, known as Bulletin No. 
6-A, describes the proposed revision of 
the New York standard fire insurance 
policy which has been in use since Jan- 

uary 1, 1918. 


Study of Costs of Distribution 
To Be Published Soon 


Secretary of Commerce Harry L. Hop- 
kins announced recently that the Depart- 
ment of Commerce would release early 
next fall one of the most complete studies 
of distribution cost accounting that has 
ever been published. The handbook, pre- 
pared in the Distribution Cost Section of 
the Bureau of Foreign and Domestic Com- 
merce by H. F. Taggart, special consult- 
ant, contains material of vital concern to 
all business men, Secretary Hopkins said. 

Of particular value, he believes, will be 
the information which explains how busi- 
ness records may be analyzed to deter- 
mine the cost of each merchandise depart- 
ment, each commodity, each customer 
group, and each territory of sales opera- 
tions. All methods of cost allocations and 
expense breakdowns used in the handbook 
have been tested and found satisfactory 
either by the Department of Commerce or 
by trade associations and accountants of 
national recognition, it is announced. 

Persons or firms desiring notification 
when the handbook becomes available 
should mail such requests to the Market- 
ing Research Division, Bureau of Foreign 
and Domestic Commerce, Department of 
Commerce, Washington, D. C. 





“DOWN-TO-EARTH” ARTICLE 
ON CONTROLLER'S DUTIES | 
To the Editor: | 

“TI HAVE READ YOUR ARTICLE 
IN THE APRIL ISSUE OF “THE | 
CONTROLLER’ ON THE DUTIES OF 
A CONTROLLER, AT LEAST A HALF | 
DOZEN TIMES, AND I AM LEARN- | 
ING SOMETHING NEW FROM IT | 
ON EVERY READING. I THINK IT 
IS THE MOST ‘DOWN-TO-EARTH’ 
TREATMENT OF THIS SUBJECT I 
HAVE EVER SEEN.” 


So comments a member of THE 
CONTROLLERS INSTITUTE OF AMER- 
Ica. A limited number of copies of the 
April issue of THE CONTROLLER are 
available to controllers who may wish 
to send this article to interested per- 
| SONS. 











Industry Pays Biggest Wages to Workers 
Between 40 and 65 


After 40 a man may have more diffi- 
culty in getting a job than the man who 
is only 25 years old, but if he has a job, 
his earning capacity appears to be consid- 
erably greater than that of the younger 
worker, according to a survey of wage 
records for 1937 made by the Bureau of 
Old-Age Insurance of the Social Security 
Board. 

“In 1937,” John J. Corson, Director of 
the Bureau of Old-Age Insurance, said, 
“the survey shows that of 30,157,694 em- 
ployees whose wages could be tabulated 
according to their ages, 2,360,775 in the 
age group from 45 to 50 received an av- 
erage annual wage of $1,204. This was 
the highest average for any age group. 

“Wage earners from 40 to 65 accounted 
for earnings ranging from $1,199 to 
$1,086. Wages paid to workers between 
the ages of 15 and 40 averaged from $263 
to $1,134.” 


When To File Copies of Collective 
Bargaining Agreements 


Employers are not required by the 
regulations issued under the Fair Labor 
Standards Act to file copies of their mu- 
tual contracts, it was explained on May 
22 by Administrator Elmer F. Andrews 
of the Wage and Hour Division of the 
United States Department of Labor, ex- 





cept in cases where the employer is rely- 
ing upon so-called ‘1,000-hour or 2,000- 
hour” clauses of the act. 

Under the law an announcement from 
the Division points out, an employer 
having a contract with a bona fide labor 
union may employ his employees up to 
12 hours a day and 56 hours a week 
without overtime compensation provid- 
ing he does not work such employees 
more than 1,000 hours within a six- 
month period or, employs the employees 
on an annual basis, and does not work 
them more than 2,000 hours in any year. 

Under a recent regulation issued by 
Mr. Andrews, the filing of copies of 
such agreements arrived at under Section 
7(b)(1) or Section 7(b)(2) of the act 
was made compulsory. Through a mis- 
understanding, many employers have sent 
copies of collective bargaining contracts 
to Mr. Andrews, even though these were 
not entered into pursuant to either of 
these sections. 


Book on “Truth In Accounting” 
Makes Its Appearance 


“Truth In Accounting” is the subject 
of a book by Kenneth MacNeal which has 
just been published by the University of 
Pennsylvania Press, Philadelphia. A re- 
view of this interesting work will be 
published in an early issue of ‘The Con- 
troller.” 


Andrews Covers Payments for 
“Overtime,” and "Time Off’ 


Payments for overtime must be made 
in cash and at the time when the em- 
ployee customarily receives his compen- 
sation, Administrator Elmer F. Andrews 
stated recently. 

“The Act requires,” the administrator 
said, “that the employee ‘receive com- 
pensation’ for overtime at one and one- 
half times his regular rate of pay. This 
means money, not time. We have ex- 
pressed the opinion that payment of over- 
time compensation must be made within 
a ‘reasonable time’ after it has been 
earned. Such ‘reasonable time’ will nor- 
mally coincide with the pay period and, 
in our opinion, the circumstances would 
be most unusual when this is not the case. 
This interpretation accords with the prac- 
tical necessities of administration.” 

With reference to the general question 
of time off, the administrator added that 
within a given pay period—for example, 
when an employee is customarily paid 
fortnightly or monthly—it is possible that 
the amount due an employee for over- 
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time earned in one week could be com- 
pensated for in another week or weeks 
within such pay period by giving the em- 
ployee time off in such week or weeks 
and yet an amount in wages therein equal 
to what he would have received if he had 
worked a full work week. This could be 
done only where the employee had a 
regular fixed hourly rate of pay. 


Department Store Changes Its 
Fiscal Year Closing 


R. H. Macy & Co., Inc., voted recently 
to change the fiscal year of the company 
from one ending on the Saturday nearest 
January 31 to one ending on the Saturday 
nearest July 31 to facilitate the making of 
annual audits and, by conforming the 
fiscal year to the seasonal character of the 
retail business, to permit more advanta- 
geous operating procedures. 

This will necessitate one short fiscal 
year—January 29 to July 29, 1939—after 
which the new full fiscal year will start. 


Securities Registrations in May 
Exceptionally Light 


Securities effectively registered under 
the Securities Act of 1933 amounted to 
only $57,062,000 in May, 1939, accord- 
ing to an analysis prepared by the Re- 
search and Statistics Section of the Trad- 
ing and Exchange Division of the Se- 
curities and Exchange Commission. Of 
this total, only $31,228,000 was proposed 
for sale by issuers, representing a sharp 
decline from the total of $235,667,000 
shown for April, 1939. The comparable 
total for May, 1938, was $53,850,000. 


Public Accountants to Meet in 
San Francisco, September 18-21 


The American Institute of Account- 
ants will conduct its annual meeting Sep- 
tember 18 to 21 at San Francisco. 


How One Company Defined Its 
Controller's Responsibilities 


A large manufacturing concern re- 
cently examined its controllership setup, 
and as a result its board of directors de- 
fined the duties of its controller, and fur- 
ther provided that he shall be responsible 
directly to the board, reporting “to it at 
such times and in such manner as the 
board shall from time to time direct.” 

The definition of the duties is essen- 
tially that suggested by The Controllers 
Institute of America. This portion of the 
board’s resolution reads: 





CERTIFICATES OF 
MEMBERSHIP 

Every member of The Control- 
lers Institute of America is en- 
titled to have a certificate of mem- 
bership. 

To date, 937 of such certificates 
have been issued. Many members | 
have them framed and hung on 
their office walls. 

Members who have not ob- 
tained their certificates should 
make application to national head- 
quarters. 











Further Resolved: That the comptrol- 
ler shall be the chief accounting officer 
of the company, and shall have charge of 
the following: 


(1) The installation and supervision 
of all accounting records of the corpora- 
tion including Cost Accounting, issuance 
of invoices, and verification of Accounts 
Payable. 


(2) The preparation and interpretation 
of the financial statements and reports 
of the corporation. 


(3) Preparation of all budgets and con- 
trol of statistics. 


(4) The continuous audit of all ac- 
counts and records of the corporation 
wherever located. 


(5) The taking and costing of all 
physical inventories. 


(6) The preparation and filing of tax 
returns and reports and supervision of 
all matters relating to taxes. 


(7) Periodical review with the Treas- 
urer of the amount and adequacy of in- 
surance on company property and surety 
bonds on employees. 


(8) The initiation, preparation, and is- 
suance of standard practices relating to 
all accounting matters and procedures 
and the coordination of systems through- 
out the corporation including clerical and 
office methods, records, reports, and pro- 
cedures. 


(9). The maintenance of adequate rec- 
ords of authorized appropriations and the 
determination that all sums expended 
pursuant thereto are properly accounted 
for. 


Further Resolved: That the comptrol- 
ler shall be responsible directly to the 
Board of Directors and shall report to 
it at such times and in such manner as 
the Board shall from time to time direct. 


Industry Committee Regulations Revised 


A series of technical amendments 
to the regulations applicable to Indus- 
try Committees in the operation of the 
Fair Labor Standards Act was issued 
May 24 by Elmer F. Andrews, admin- 
istrator of the Wage and Hour Divi- 
sion, United States Department of 
Labor. The amendments make no basic 
changes in the rules governing Indus- 
try Committees, but clarify the pro- 
cedure and policy to be followed in 
filling vacancies on committees caused 
by death or resignation, furnishing 
legal, stenographic and clerical aid to 
committees, insuring privacy of in- 
formation, filing minority or dissenting 
reports, and in having committees rep- 
resented at hearings before the Admin- 
istrator on their recommendations. 


Report on Companies Manufacturing 
Chemicals 

The Securities and Exchange Com- 
mission has made public the sixteenth 
of a series of reports in its series 
known as the Census of American 
Listed Corporations. The report con- 
tains a summary of selected data on 
twenty-one manufacturers of chemicals 
and fertilizers having assets over 
$10,000,000 each registered under the 
Securities Exchange Act of 1934. 





Inquiries Concerning Institute Invited 


ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,200 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 


| The Controllers Institute of Amer- 
| 
| 
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Service to Management 
(Continued from page 249) 
troller is responsible to both private 
and public interest, what is the nature 
of his responsibility? Is it not largely 
constructive guidance? Hence, to 
private interest, namely to manage- 
ment and ownership, the controller 
may with safety and should without 
hesitation make full disclosure, not 
only of known, established, proven 
facts, but of surmised or suspected 

circumstance. 

The extent of his reports should 
depend upon the specific activities 
assigned by management to the con- 
troller, namely, accounting, auditing, 
budgeting, taxes, insurance, public 
relations, employment relations, fi- 
nancing, or whatsoever. The penalty 
for failure or unsatisfactory service 
to management will be administered 
by management in their own discre- 
tion and way. 

Continuing, as to the nature of 
the controller's responsibility to 
management it should include more 
than ordinary skill, arising out of 
aptitude, training and experience in 
the activities assigned to him. He 
should be charged strictly with the 
exercise of good faith and honest 
dealing. He must not fail to uncover 
and to disclose, impartially and with- 
out bias, all material facts which by 
the exercise of reasonable skill and 
diligence are or should be discovered 
by him, assuming he be given ade- 
quate facilities and cooperation and 
be not criminally interfered with. 


Must Use Powers GIVEN TO HIM 


Since the controller can not force 
management to accept his judgments 
and recommendations, his responsi- 
bility for the factors which induced 
his expression should not extend be- 
yond full disclosure and clear, intel- 
ligent presentation to those respon- 
sible for administration. Assuming 
the controller's right to adequate 
facilities, he is responsible for reason- 
ably full utilization of them, in- 
cluding effective internal check, sup- 
plemented by the protection of 
independent audits. 
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Should the controller's responsibil- 
ity be enlarged insofar as it relates to 
public interest? Therein seems to lie 
the larger field of our present discus- 
sion. Since the advancement of the 
controller’s calling has been brought 
about by the cautious exercise of in- 
dividual intelligence, acumen and 
collective guidance, should not the 
controller exercise extreme caution 
in voluntarily entering a field where 
by lack of facilities (since in a sense 
he may be expected to do work that 
properly should be undertaken only 
by the independent auditor) he may 
fall short of requirements, or may 
over-step his logical limitations? Un- 
less the controller keeps reasonably 
on safe ground may not more harm 
than good actually result to both 
private enterprise and the public in- 
terest? Should the controller sign re- 
ports to the Securities and Exchange 
Commission or for other public use? 
Might not such signing permit the 
evasion of responsibility by corpo- 
rate officers for disclosures of material 
facts definitely known to them but 
not ascertainable in ordinary course 
by the controller ? 

It appears logical that the ques- 
tion of the signing of reports by 
controllers should be divided into 
phases: First, should he sign to 
merely indicate that he made or 
supervised the making of the report 
from data accumulated in ordinary 
and regular course? Second, since the 
accuracy of such reports may be and 
in all cases is partially dependent 
upon the integrity of data sources 
and the soundness of judgment ap- 
plied to certain factors, such as in- 
ventories, by persons other than the 
controller or those under his super- 
vision, should the controller's sign- 
ing be considered an act of certify- 
ing to the accuracy of income and 
balance sheet figures? Indeed even 
though the controller has adequate 
audit facilities for checking such fig- 
ures, his signature should in no wise 
be construed a certification in the 
sense in which the word certify is 
used in public accounting practice 
and service. 


SOME PERTINENT QUESTIONS 


Would the controller’s reporting 
directly to the Board of Directors 
give him greater facility for ascer- 
taining facts as to adverse or criminal 
conditions? Would not such relation 
tend to make more difficult for the 
controller the close contact and co- 
operation with management, that 
would afford the controller the best 
means of learning material facts? 
Are not directors too frequently out 
of close contact with daily happen- 
ings? Are not directors all too fre- 
quently dominated (or under the 
more modern designation) appeased 
by management? 

The two following questions do not 
involve discussion of the controller's 
responsibility, but are of interest and 
do affect his status. First, in order 
to strengthen his position and in- 
crease his sphere of usefulness should 
the controller be elected by the 
Board of Directors? Obviously, ap- 
pointment by the president or exec- 
utive officer and election by the board 
are, in practically all cases, one and 
the same thing since the executive 
officer has the support of the major- 
ity of the board and his recommenda- 
tions in that respect would almost 
invariably be accepted. Second, 
should the controller be given stip- 
ulated corporate status in corpora- 
tion by-laws? It seems logical that 
his duties should be outlined in the 
by-laws with the added stipulation 
“and such other duties as the presi- 
dent (or other executive officer) and 
the executive board (if there be 
one) or the board of directors may 
from time to time assign to him.” 
As a matter of fact this is presently 
a fairly common practice, particularly 
in large corporations. 


How INstTiruTE DEFINES DUTIES 


In considering the foregoing addi- 
tional responsibilities as well as 
others we restate, in summation, The 
Institute’s present outline of partial 
or complete responsibility for (1) 
accounting records, (2) financial 
statements and reports, (3) the con- 
tinuous audit of accounts through 
adequate internal check, (4) produc- 
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tion and distribution costs, (5) tak- 
ing and pricing of inventories, (6) 
tax schedules reports and matters, 
(7) statistical records and reports, 
(8) budgets, (9) insurance, (10) 
standard accounting practices and 
procedure to be followed, (11) ap- 
propriation records, (12) proper re- 
cording of formally authorized trans- 
actions, (13) recording of contracts, 
(14) approvals for payment, loans, 
and the like, and instruments drawn 
or given therefor, (15) approval of 
security withdrawals from vaults as 
to conformity to by-law  require- 
ments, (16) approval of regulations 
insuring compliance with govern- 
ment agency requirements. 

What additional responsibilities 
properly may or should be placed 
upon the controller? 

Would legislative enactment mak- 
ing certain duties mandatory upon 
the controller be detrimental or bene- 
ficial to public interest? To manage- 
ment? Why might we not assume 
that honest and capable service to 
management is equally servicable to 
stockholders, public or whatsoever 
all interests being identical ? 
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These are the important questions 
to now discuss. 


CHICAGO CONTROL’S VIEWS 


Permit me to quote, in closing this 
brief paper, the final conclusion 
reached by the Chicago Control some 
time ago in its discussion of this sub- 
ject. “In the last analysis, the 
strength, value and usefulness of the 
controller lies in his ability, training, 
acumen, honesty, cooperativeness, re- 
sourcefulness and facility for induc- 
ing action, rather than by being pre- 
cariously upheld by mere stipulated 
authority or by being subjected to 
the limitations of prescribed duty.” 

Some forty-five members partic- 
ipated in the discussion. At the con- 
clusion the following resolution was 
unanimously adopted: 

“It is the concensus of opinion of 
this group that the controller is a 
part of management and should re- 
port directly to management in order 
to serve the most useful purposes and 
ends of their respective companies, 
boards of directors, stockholders and 
the public.” 


Colgate Gives Employees Details of 
Business, in Forwarding Report 


President E. H. Little, of the Col- 
gate-Palmolive-Peet Company, recently 
mailed to the homes of all employees 
of the company a two-page letter and 
a copy of the annual report to stock- 
holders. A copy of the letter has been 
made available to THE CONTROLLER 
by Vice-President H. F. Elberfeld. 

The letter, after announcing the net 
profits for 1938, pointed out that these 
profits were larger than any made by 
the company since 1931; that dividends 
amounting to $1,443,456 were paid on 
preferred stock, and that $490,701 was 
paid as dividends on common stock; 
also that the remainder of the profits, 
$2,987,762, was left in the company as 
a surplus “to be used to enlarge the 
business or to carry us over bad times.” 

The letter points out that a surplus 
“helps to ensure the company’s ex- 
istence and our jobs, especially when 
times are bad. While it is not in the 


report, you may be interested in know- 
ing that the company paid wages and 
salaries of approximately $16,000,000 
during the year. Taxes for the year 
amounted to $7,119,000, or more than 
$700 per employee.” 

Continuing, the letter reads: ‘‘As a 
company, we have three groups of 
people to whom we have a respon- 
sibility. First—the public. We must 
make goods of such quality, to sell at 
such prices, that the public will con- 
tinue to buy them. This is essential 
if we are to continue in business. The 
better goods we can make, the more 
people will buy them—and the more 
people we can employ. 

“The second group are the stock- 
holders. They are the owners of the 
company. They have invested their 
savings with the expectation of get- 
ting dividends or interest for the use 
of their money. 
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“The third group of people are the 
employees. I am one of this group. 
I own some stock, so I am a stock- 
holder too. As president, it is my re- 
sponsibility to see that the company is 
run for the greatest benefit to these 
three groups of people, the public, the 
stockholders, and the employees. 

‘An important part in the improved 
profits for last year was contributed 
by the cooperation of all members of 
the organization. I want to tell you 
how much I, personally, appreciate 
your cooperation, your loyalty, and 
your interest in helping us to solve the 
problems of the business, to eliminate 
waste and all unnecessary expense.” 

Further, the letter reads: ‘““We are 
fortunate to have fairly steady and reg- 
ular employment in this business. In 
1938 eight-nine per cent. of the regu- 
lar domestic hourly employees received 
wages for 48 or more weeks. We 
want to do even better than this, and 
must work out means whereby it will 
be possible. I know that the man who 
is sure of his job is a happier and 
more successful individual. 

“I am sending this letter in order 
that you, and everyone working for 
the company, may know and under- 
stand our major problems, for only by 
understanding them can we all work 
together in solving them.” 


SEC Publishes Volume 3 of 

Decisions and Reports 
The Securities and Exchange Com- 
mission announces that Volume 3, 
Part 1 of its “Decisions and Reports,” 
containing findings and opinions and 
reports from January 1, 1938 to June 
30, 1938, has been printed. This vol- 
ume, which contains 83 findings and 
opinions and 3 reports under Section 
11(g) of the Public Utility Holding 
Company Act of 1935, may be ob- 
tained from the Superintendent of 
Documents, United States Govern- 
ment Printing Office, Washington, 
D. C., for 60 cents. The Commis- 
sion has no copies of the material 

available for free distribution. 


It is not too early to make arrange- 
ments to attend the Eighth Annual 
Meeting of The Controllers Institute 
of America in New York City, Octo- 
ber 9 and 10. Mark your calendar 
now. 








Secretary Frances Perkins To Address 
Controllers’ Annual Meeting 


tions counsel to take part in this sym- 
posium. 

Two round table conferences will be 
conducted Monday evening, October 
9, and two on Tuesday morning, Oc- 


Selection of subjects to be discussed 
in the Eighth Annual Meeting of The 
Controllers Institute of America, which 
is to take place October 9 and 10 at 
the Waldorf-Astoria Hotel in New 
York, has progressed to the point 
where it is possible for the committee 
to present a fairly comprehensive pic- 
ture of the program that will be of- 
fered, including the names of some 
speakers who have accepted invitations 
to participate. 

Mr. E. B. Nutt, of The Standard Oil 
Company (New Jersey), is chairman 
of the committee which has in charge 
arrangements for this annual meeting. 
His enthusiasm has communicated it- 
self to a committee of approximately 
forty men which he has appointed to 
carry on this work, and to the mem- 
bers of the New York City Control, 
who will be largely responsible for the 
success of the annual assemblage of 
controllers. 

The committee realizes that each an- 
nual meeting has drawn a larger at- 
tendance than any predecessor and that 
each annual meeting has increased in 
interest and productiveness; and that 
under these circumstances the commit- 
tee is faced with a task of no mean 
proportions in providing a program 
that will continue to surpass predeces- 
sors in interest and usefulness. 

The committee includes the outgo- 
ing presidents of the twenty-two Con- 
trols of The Institute, the officers and 
members of the Board of Directors of 
the New York City Control, and a few 
additional appointees. This committee 
met in May and spent an entire eve- 
ning discussing subjects, possible speak- 
ers and other participants, and the 
general arrangements. Since that meet- 
ing, the committee has been engaged 
in the task of constructing its program. 


To Discuss REVENUE ACT 
AMENDMENTS 


It was decided early that because of 
the probability of enactment of amend- 
ments of the Federal Revenue Act it 


would be desirable to provide time on 
the program for discussion of the ap- 
plication and the effects of the amend- 
ments. Invitations are being extended 
to some of the best known tax experts 
of the country, to address the members 
and guests and to discuss in detail the 
effects and application of the amend- 
ments. It is believed that this tax ses- 
sion alone will prove a strong drawing 
card, and that hundreds will wish to 
hear this presentation. 

In view of the fact that public ac- 
countants have asked for an extension 
of their normal audit procedure by in- 
cluding supervision and test-checking 
in the taking and pricing of inven- 
tories, as well as various other exten- 
sions, the committee felt it desirable to 
provide time for discussion of ‘‘Co- 
operation Between Controllers and 
Public Accountants.” It is planned to 
have this subject presented by four 
speakers, each a leader in his field, 
representing the views of management, 
the controller, the public auditor and 
the government. The proposed en- 
largement of public auditing programs 
is rated by controllers and by public 
accountants as one of the most im- 
portant developments of the year in 
accounting circles, and it is believed 
that many controllers will have ideas 
which they will wish to express on this 
subject. 


SECRETARY PERKINS TO SPEAK 


The committee believes that the 
third most important topic now before 
business, in which controllers have a 
deep interest, is ‘‘Employer-Employee 
Relations.” Arrangements are pro- 
gressing for a half day to be devoted 
to discussion of that subject, and the 
committee announces that Miss Frances 
Perkins, Secretary of Labor, has ac- 
cepted an invitation to address the ses- 
sion which will be devoted to discus- 
sion of that subject. It is planned also 
to invite the president of a well-known 
corporation, an outstanding labor 
leader, and a well-known public rela- 
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tober 10. The subjects tentatively 
selected for those round table confer- 
ences are: 


1. “Advantages and Disadvantages of 
Using Natural vs. Calendar Year.” 

2. “Problems and Methods of Internal 
Auditing; How Should Procedures 
be Strengthened ?” 

3. “Centralization vs. Decentralization 
of Accounting Records; Problems 
of Branch Accounting.” 

. “Business Forecast; What Is Ahead 
for Business, as Economists and 
Controllers See It?” 


dX 


Chairman Nutt announces that there 
may be one or two changes in the sub- 
jects of these round table conferences. 

The annual business meeting of the 
members of The Institute will take 
place at 9 A.M., Monday, October 9, 
just preceding the general session which 
will be devoted to discussion of amend- 
ments of the Federal Revenue Act. 

The annual dinner on Tuesday eve- 
ning will bring the convention to a 
close. It is expected that members who 
will wish to put in some time inspect- 
ing the New York World’s Fair will 
arrive a day or two in advance of the 
opening of the meeting, and may take 
a day or two after the meeting is closed 
for that purpose. The committee ex- 
pects to be helpful to members in ob- 
taining information concerning hotel 
accommodations and invites members 
who need help in that direction to 
communicate with the committee 
promptly, stating what rates they wish 
to pay for accommodations. 

All sessions will be held at the 
Waldorf-Astoria Hotel. Preliminary 
announcements concerning the pro- 
gram and arrangements will be in the 
mail early in the summer and every ef- 
fort will be made to complete as many 
of the arrangements as possible well in 
advance of the date of the meeting. 




















Pacific Coast Conference Unites 
Controllers of Far West 


The first conference of controllers 
on the Pacific Coast, which took place 
May 20 and 21 in San Francisco, was 
well attended and proved to be a suc- 
cessful affair in which several current 
problems of controllers were discussed 
in detail, and an opportunity provided 
for controllers from various parts of 
the coast to become acquainted for the 
first time. 

Mr. C. C. Gibson, of The Paraffine 
Companies, Inc., who is president of 
the San Francisco Control, commented : 
“There is no doubt that this confer- 
ence has brought both (Los Angeles 
and San Francisco) controls closer to- 
gether and that future conferences will 
undoubtedly further cement that bond.” 

In calling the Conference to order, 
President Gibson said: 


“We are glad of this opportunity 
not only for a frank exchange of opin- 
ions on technical subjects but also to 
meet and to get to know our brother 
members from Los Angeles, and we 
look forward to the good fellowship 
which will develop from this Confer- 
ence. We appreciate the fact that the 
Los Angeles members have come to 
San Francisco this year, and, President 
Short, we want to do everything we 
possibly can to make your visit enjoy- 
able.” 


In replying, Mr. Herbert T. Short, 
of the Bekins Van & Storage Com- 
pany, President of the Los Angeles 
Control, said: 


“It has always been my desire to 
meet with my brothers of the San 
Francisco Control. I wish to thank all 
of the Los Angeles members present 
for their loyal support in coming up 
to San Francisco. The program pre- 
pared by President Gibson as outlined 
is a splendid one and has two pur- 
poses: First, a business meeting and 
second, good fellowship later on. The 
most important hour is possibly from 
four to five when the discussion will 
be open, so that we can devise a plat- 
form for our future get-together. The 
problems in the south are practically 
the same as they are in San Francisco. 


A joint committee should be appointed 
on certain subjects. We should coop- 
erate fully. I appreciate your kindness 
and we are happy to come to San Fran- 
cisco, particularly this year when San 
Francisco’s name is before the world. 
Very hearty thanks and spirit of friend- 
ship.” 


Mr. Norman J. Silberling, Professor 
of Business Research of the Graduate 
School of Business of Stanford Uni- 
versity, addressed the meeting on 
“Price Parities as a Gauge of Income.” 
Members conducted an informal dis- 
cussion of the points made. 

Mr. Paul Smith, former editor and 
now general manager of the San Fran- 
cisco Chronicle, who was in Germany 
with ex-president Hoover some months 
ago and made a study of the economic 
conditions in that country, addressed 
the afternoon session on “Can Nazi 
Germany Survive?” 

Mr. Edward V. Mills, controller of 
the Fireman’s Fund Insurance Com- 
pany, of San Francisco, who is also a 
vice-president and a member of the 
Board of Directors of The Controllers 
Institute of America, spoke on “In- 
dustrial Relations.” 

Mr. Wesley Cunningham, treasurer 
of the General Petroleum Corporation, 
Los Angeles, also a member of the Na- 
tional Board of Directors of The Con- 
trollers Institute of America, addressed 
the meeting on “Inventory Verifica- 
tion.” 

Mr. John R. McKee, of the Cali- 
fornia Casualty Indemnity Exchange, 
San Francisco, spoke on the question 
“To What Extent Should the Cali- 
fornia Controls Jointly and Severally 
Express Themselves Regarding Mat- 
ters of State and Local Taxes and Leg- 
islation Affecting Business ?”’ 

At the conclusion of the address by 
Mr. McKee the meeting adopted a res- 
olution which stated that the Los An- 
geles and San Francisco Controls agree 
that as a matter of principle they shall 
consider and take collective action on 
matters of state legislation and taxes 
that generally affect all business and 
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concerning which unanimity of opin- 
ion can be obtained. It was decided 
also that when considered advisable 
the opinion of the joint Controls shall 
be expressed in the proper quarters. 

Sunday, May 21, was devoted to in- 
spection of the Golden Gate Exposi- 
tion and to various social affairs. The 
members of the Los Angeles Control 
were enthusiastic in their praise of the 
arrangements, of the entertainment af- 
forded, and of the timeliness and value 
of the discussions and papers, which 
made up the program. 


Central Statistical Board 
(Continued from page 237) 
gram. As a result, employers must in 
many instances report individual 
earnings of a substantial part of their 
employees on four different forms 

during a given time period. 

As a result of conclusions reached 
in its investigation the Board re- 
ported a series of nine recommenda- 
tions which, taken together, com- 
prise a unified program for handling 
the continuing problem of coordina- 
tion among the federal statistical 
services. These recommendations ap- 
peared in the February 1939 issue of 
THE CONTROLLER. 

Under the statute creating the 
Central Statistical Board the five-year 
span of life granted the board will 
expire in July, 1940. A bill (H.R. 
5917) has been introduced in the 
House of Representatives which if 
adopted will strike out the clause 
limiting the life of the board. Re- 
organization Plan I submitted by the 
President to Congress on April 25 
proposes the transfer of the Central 
Statistical Board in its entirety to the 
Bureau of the Budget, and the trans- 
fer of the Bureau of the Budget to 
the Executive Office of the President. 
These proposed transfers together 
with the passage of the bill would 
make it possible for the board to 
carry out most of the program rec- 
ommended in its report of last 
December 31. 


























Communications 











NO GREAT CHANGES IN 


AUDIT PROGRAM NEEDED 
To the Editor: 

Within the last month there has come 
into being a rather wordy report adopted 
by the Council of the American Institute 
of Accountants having as its impetus the 
commendable objective of making more 
difficult the perpetration of fraud such as 
was committed in the recent McKesson 
and Robbins incident. This report aims 
to correct certain abuses which have evi- 
dently limited accuracy in respect to the 
certification of inventories and accounts 
receivable, and recommends further the 
responsibility for appointment of inde- 
pendent auditors, and correction of the 
form of independent auditor's certificate. 
It is of such significance that every con- 
troller should give the underlying philos- 
ophy his attention and analysis. 

If, heretofore, the scope of the audit in 
any given case has been inadequate or in- 
effective no exception will be taken by 
the qualified controller to a more far- 
reaching verification of balance sheet 
values as recommended. Is this need, 
however, generally present? 

The public accountant is entitled to 
know first that an inventory exists and, 
secondly, that the quantities expressed 
represent something that can be disposed 
of in a going business at their stated 
value. He is likewise entitled to know 
that receivables exist and represent col- 
lectible value to a going business. To a 
degree dependent upon the effectiveness 
of internal control, he should be given 
“carte blanche” to examine at will, any 
and all facts, which make for the con- 
scientious delivery of his certificate. He 
should take nothing for granted. His en- 
gagement should be the result of agree- 
ment between responsible representatives 
of the stockholders and his selection 
should not be measured by favoritism on 
the part of management of gullibility on 
the part of the accountant. The certificate 
attached to his report should reflect ac- 
ceptance of responsibility for the values 
declared without hedging or qualification. 
These requirements after all are the es- 
sence of sound and accepted practice. 

The recommendations in the report 
just rendered fail to produce anything 
that has not already been made mandatory 
by controllers and public accountants who 
have adequate respect for their obliga- 
tions to stockholders and the public. They 
make clear, however, what should be re- 
garded as the basis of good accounting 
control. In the final analysis if manage- 
ment, controllers and the public account- 
ing profession cooperate in the simple 
task of having the financial report reveal 








Letters Invited 


It is encouraging to note that 
controllers are beginning to write 
letters and to express their opinions 
concerning current matters of im- 
portance to controllership. 

The pages of “The Controller” are 
Open to members of The Institute, 
and to other controllers, either for 
comments or for questions. Readers 
will enjoy such comments or ques- 
tions, which undoubtedly will serve 
to crystallize thought with respect to 
developments in this field. 

Letters are invited. This is a pe- 
riod of self-examination for control- 
lership. Events are moving swiftly. 
The panorama is best expressed by 
the opinions of controllers them- 
selves. 











without bias or omission the true posi- 
tion of corporate enterprise, there need 
be in the future no shifting of respon- 
sibility, no profound penetration and un- 
necessary expense in handling the audit, 
and no forced action by an aroused and 
blushing profession. 


HENRY C. PERRY, 
Heywood-Wakefield Company, 
Gardner, Massachusetts 


ARTICLE ON CONTROLLER’S 
DUTIES LIKED BY STUDENTS 


To the Editor: 

There is a lot that I should like to 
write about. As to the Committee on 
Education, it is quite obvious that a lot 
of work has been done. Those good 
articles in THE CONTROLLER have been 
widely read here and have made an ex- 
cellent impression. Your article dealing 
with the duties of the controller has done 
more good to enlighten my students than 
any of my lectures. This is passed on to 
you that you may have the reactions of 
good students. 

You went right to the point in your 
article and the proof of my assertion is 
the large number of reports handed in to 
me which outlined your article. Since the 
students have the right to select their 
articles, it is not difficult to determine the 
trends. 

On the whole, particularly during the 
depression, the better type of students are 
seriously trying to find themselves. Your 
article summarized and discussed the con- 
troller in a manner that enabled the stu- 
dents to review the field rapidly, and youth 
is impatient. Keep up the good work. 
THE CONTROLLER has particularly ap- 
pealed to the students this past long ses- 
sion which is coming to an end. They 
have been complimentary throughout the 
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year, and I have no difficulty in urging 

them to read it. You have always main- 

tained a high standard in the publication 

and it is becoming better all the time. 
PROFESSOR JOHN H. SHIELDS, 
Duke University 


METHODS 
OF SAFEGUARDING 
DISBURSEMENT OF FUNDS 
To the Editor: 


I would very much appreciate your 
kind service as a personal favor to me if 
you can develop information concerning 
policies and procedures generally fol- 
lowed in safeguarding disbursement of 
funds. 

Do companies require approval and 
signatures to the checks of both treasurer 
and controller? Assuming the Accounts 
Payable and Voucher Division and, there- 
fore, the preparation of disbursements, 
are under the controller, what verifica- 
tion of the authenticity of the disburse- 
ment is usually required by the treasurer 
in order to justify his drawing the dis- 
bursement check? In other words, does 
he audit the disbursement, or draw the 
check merely upon the approval of the 
Controller's Department which has pre- 
pared the voucher? 

I should like to develop the best prac- 
tice on this point. I await your report 
with keen interest. A MEMBER. 


CONTROLLERSHIP UNDER 
CLOSE EXAMINATION 


The paragraphs that follow are a part 
of a letter written to many controllers dur- 
ing the past month for the purpose of re- 
porting recent developments: 

Controllership has been under closer 
examination during recent months than 
at any time since its recognition as a call- 
ing, by business men and government of- 
ficials. 

As a result, controllership departments 
in hundreds of businesses have been 
strengthened, boards of directors have de- 
fined duties of controllers more carefully 
than ever, and controllership’s routine 
procedures have been reviewed and 
brought down to date. 

It has been one of the most interesting 
and productive periods in the history of 
controllership, from which the calling 
has emerged in a state that is highly satis- 
factory to leaders in this field. 

Through it all The Controllers Insti- 
tute of America has assisted by confer- 
ences with public officials, the Securities 
and Exchange Commission, the New York 
Stock Exchange, and the American Insti- 
tute of Accountants; by editorials and 
addresses urging caution in advocating 
reforms; by articles describing how con- 
trollers can be more useful to their com- 
panies. 
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on this matter of 


COMPTOMETER ECONOMY 


It’s easy to say “Comptometers save time and 
money in handling figure work.” They do, of 
course — but we’d rather get down to “brass tacks.” 
The business and industrial concerns listed here are 
among the increasing number of organizations 
handling all their figure work by Comptometer 
methods. Quoted are excerpts from statements 
made by these users. 


WILKINS-CASTLE-WILKINS, INC., Dry Clean- 

ing, Syracuse, New York, uses one Comptometer. 
“The Comptometer enabled us to dispense with two 
other machines. We estimate this Comptometer saves 
us $625 yearly.” 


& RICHMOND GLASS SHOP, Richmond, Va., uses 
one Comptometer to handle ten different classifi- 
cations of figure work. “This machine saves us about $35 
weekly ...also enables us to give estimates by telephone, 
saving time for us and our customers.” 


& PASCO MEAT PRODUCTS 
Co., Buffalo, New York, uses 
one Comptometer. “The Compt- 
ometer saves us 75 to 100 working 
days per year. The Controlled-Key 
enables us to balance, on the first 
run, a weekly sales analysis of about 
14,000 items.” 





& CAMPBELL HEATING COMPANY, Des Moines, 
Iowa, uses two Comptometers. “The Compt- 
ometers save us approximately $1000 annually. We would 
not think of using a calculating machine without the 
accuracy safeguards which are Comptometer features.” 


G DAIL STEEL PRODUCTS CO., Lansing, Mich., 
uses three Comptometers. “Comptometer meth- 
ods have met our figure-work requirements perfectly. 
The Controlled-Key and other accuracy features are 


indispensable.” 


& HENRY FISCHER PACKING CO., Meat Packers, 
Louisville, Ky., uses four Comptometers. “We 
find that the Comptometers save us 5 or 6 hours of over- 
time each week, and we are able to get reports much more 
promptly. In all, these four machines save us about 
$3500 annually.” 


Whatever your business . . . whatever your figure-work 
problems .. . it is likely that Comptometers and Compt- 
ometer methods can reduce your figure-work costs. It’s a 
simple matter to find out — without 
obligation, of course. Telephone your 
local Comptometer representative, or 
write direct to Felt & Tarrant Mfg. 
Co., 1734 N. Paulina St., Chicago, Ill. 


COMPTOMETER 


REG. U. S. PAT. OFF. 











REVIEWS of Recent Business Publications 


COMMERCIAL BANKING REFORM IN 
THE UNITED STATES, by Leonard L. 
Walkins, a 135 page Michigan Business 
Study (pamphlet), University of Michigan 
Bureau of Business Research, Ann Arbor, 
Michigan, $1.00. 

This is a study of two phases of bank- 
ing reform. Part I discusses significant 
aspects of our present plan of regulation 
in contrast with self-regulation, nation- 
alization and the “100% plan,” with spe- 
cial emphasis on a comparison of the 
latter with traditional piecemeal methods. 
Part II discusses one of the specific points 
to which government control has recently 
been extended, the regulation of interest 
rates on deposits. 

Ricardo in 1834, in his Plan for the 
Establishment of a National Bank, di- 
vided banking functions into two oper- 
ations having no necessary connection 
with each other, (1) the issue of paper 
currency as a substitute for a metallic 
one, and (2) making loans to individual 
merchants and others. The English bank 
act of 1844 embodied these ideas and di- 
vided the Bank of England into two in- 
dependent departments, and required 100 
per cent. reserves against the bank notes. 
The development of the checking system 
later nullified the importance of this step. 
The 100 per cent. plan would apply to 
bank deposits much the same restrictions 
which earlier applied to bank note issue; 
it proposes to divorce the “lending” from 
the “money creating” function, leaving 
the latter entirely to a governmental 
agency. This program bespeaks under- 
standable loss of faith in the efficacy of 
monetary control under the organization 
of commercial banks now existing. 

Unfortunately individual banks can do 
little to resist excessive expansion or con- 
traction because one that goes against 
the tide during a boom makes a large 
sacrifice of earnings, and one that does 
so during a depression runs the grave 
risk of failure. Also the connection be- 
tween bank loans and short-term trade 
needs has become more and more atten- 
uated because of the increasing extent to 
which commercial banks have entered the 
long-term field (mortgage loans, govern- 
ment bonds, and other securities). 

As the profit motive and traditional 
tests of commercial bank credit policy do 
not provide adequate control, more cen- 
tralization of control over the money 
supply seems necessary if we are to attain 
a larger measure of stabilization. Also 
the sponsors believe that 100 per cent. 
reserves against checking accounts pro- 
vide the only effective means of ending 
commercial bank failures and the eco- 
nomic disturbances to which they give 
rise. 

In examining these arguments the au- 
thor divides the factors which determine 


bank expansion as follows: (a) the 
amount of legal reserves, (b) the legal re- 
serve ratio, (c) the disposition of deposi- 
tors to carry their funds in the form of 
checking accounts, savings deposits, or 
cash, (d) the disposition of banks to 
lend, and (e) the disposition of business 
men and others to borrow. Thus wide 
fluctuations in the money supply are pos- 
sible. The reserve ratio has set an up- 
per limit to expansion but actual ex- 
pansion has varied widely below such 
limits. Large excess reserves today signify 
a wider gap than in the past. 

He concludes that if there is any doubt 
that the reserve bank authorities possess 
adequate weapons to curb excessive ex- 
pansion this doubt can be resolved by re- 
moving the limitation on the power to 
raise or lower reserve requirements. The 
creation of excess reserves may be neces- 
sary, as in recent years, to increase or 
maintain the level of deposits. Hence, 
notwithstanding existing difficulties, the 
monetary supply can be controlled within 
a reasonable range of fluctuation by ex- 
isting mechanisms and within this range 
the authorities can probably make as 
large a contribution to economic stability 
as monetary management permits. If, 
however, it once becomes clear that de- 
posit guaranty is impractical, as some 
bankers insist, then rather than return to 
a situation in which many bank failures 
are allowed to wipe out deposits, the 
100 per cent. plan should be adopted 
forthwith, irrespective of its other merits. 

Another argument is that it is utterly 
irrational for the government to pay in- 
terest to those to whom it has abdicated 
(in part) its power of money creation. 
The economic costs associated with the 
payment of many millions of dollars a 
year to the banks in exchange for gov- 
ernment bonds must be justified on one 
or both premises (1) that the extra 
burden imposed on the public is largely 
illusory; or/and (2) that the system in- 
terposes desirable obstacles in the way 
of excessive and uneconomic spending by 
the government. In fact the promised 
saving under the 100 per cent. plan is a 
mirage because commercial banks per- 
form necessary economic services and as 
a group earned only 8 per cent. on capital 
in 1926-1929. They serve as loan agents 
in the allocation of short-term capital, 
they act as custodians of funds, and they 
perform a large percentage of the book- 
keeping activities of society through the 
handling of checking accounts. Some- 
body must do this work and be paid for 
it, if not in interest then through service 
charges or taxes. Also even though the 
limit on federal bond financing has been 
proved to be highly elastic the “test of the 
market” still acts as some curb on uneco- 
nomic spending. 
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In Part II the author discusses the evo- 
lution of the control of interest rates on 
bank deposits by clearing-house agree- 
ments and federal regulation, also the ef- 
fects of deposit rate regulation on the 
character and distribution of deposits and 
as an instrument of control. 


Reviewed by E, STEWART FREEMAN. 


COST ACCOUNTING, FUNDAMEN- 
TALS AND PROCEDURES, by Clarence 
L. Van Sickle, professor of accounting at 
University of Pittsburg. Harper & Bros., 
New York. 1000 pages. $4.50. 


The more than 700 pages of text cover 
30 chapters grouped into eight parts deal- 
ing respectively with (1) Cost applications, 
the field, importance and uses; (2) Cost 
Factors, the cost accounts, classifications 
and interrelationships; (3) Cost Elements, 
material, labor, and overhead, the charac- 
teristics and control of each; (4) Older- 
Type Cost Systems, process, job, and esti- 
mate; (5) Newer Type or Standard Cost 
Systems; (6) Cost Adaptations, differen- 
tial cost analyses and accounting for joint 
and by-product costs; (7) Marketing Cost 
Systems, customer account and expense 
analyses and standards; (8) Budgetary Con- 
trol, static and flexible. Each chapter is 
followed by a list of questions and book 
references. Also there are many charts 
and tables, 265 pages of problems, a bib- 
liography, and an extensive index. 

This is an encyclopedic text book for 
students of accounting designed to show 
the relationships between cost accounting 
and factory, marketing, and administrative 
management. It is clearly written and easy 
to understand. Much of it is necessarily 
elementary but the chapters on differential 
costs and marketing costs cover subjects 
less frequently understood. 

Reviewed by E. STEWART FREEMAN. 


ACCOUNTING REPORTS TO STOCK- 
HOLDERS AND THE SEC, by Maurice C. 
Kaplan and Daniel M. Reaugh, attorneys 
of the SEC. 40 pages. Yale Law Journal 
for April, 1939. 

This is an exploratory essay developed 
by the writers unofficially. Two jobs are 
attempted (1) to indicate a serious gap in 
the regulation of accounting reports to 
stockholders under the Securities Exchange 
Act (which does not require commission 
standards in reports by the corporations to 
their stockholders) and the extent of that 
gap as reflected in the statements of 70 
corporations, and (2) to point out some 
of the limitations inherent in the nature of 
the accounting materials given to investors 
which may make “‘truth-in-securities,” ‘‘full 
disclosure’’—current catchwords—somewhat 
deceptive phrases and to discuss the cate- 
gories and classifications upon which the 

















REVIEWS of Recent Business Publications 


accountant rears an apparently precise and 
certain structure. 

Accountants and investment analysts are 
agreed that the income statement is more 
significant and informative to the investor 
than the highly technical balance sheet 
which does not even purport to show pres- 
ent values. Yet the word “income” ac- 
quires meaning only in its particular set- 
ting. Income for the economists, under 
income tax laws, in the determination of 
“national income,” to determine the rela- 
tive rights of remaindermen and life-tenants 
in property held in trust, and income for 
the accountant for a partnership and for a 
corporation all vary enormously. Within 
each field the word acquires different shad- 
ings and permutations, with changing em- 
phases. 

The accountant’s function in a business 
enterprise is the rather narrow one of re- 
flecting the interest of the owners and 
management. Wages, rents, and interest 
flowing from a business enterprise are also 
income to the economist although the busi- 
ness which is “efficient” constantly strives 
to keep these ‘‘expenses’’ down and in the 
interest of the businessman to divert them 
into “profit.” 

Also judgment and discretion necessarily 
play a tremendous role in determining 
when ‘expenses’ are “incurred” and when 
“revenue” is “recognized” as “realized.” 

Divisions and itemization of the income 
statement are discussed. The classical divi- 
sion is not inevitable and exclusive. State- 
ments of the future may use others vary- 
ing with the purpose at hand. Much hard 
work and critical thinking remains to be 
done on these accounting classifications. 

“Cost of goods sold” is a rather artificial 
concept excluding other costs—selling, 
general and administrative expenses, main- 
tenance and repairs, depreciation, taxes, 
and the like—which, from an economic 
standpoint, are as primary as those which 
“contribute directly’ to the physical fab- 
rication of the goods or services. The con- 
cept has utility but unfortunately there is 
no uniformity in its use. 

Few accountants seem to appreciate that 
the allocation of expenditures to capital 
or income on the basis of the prevailing 
metaphysical distinction between mainte- 
nance and repairs and additions and better- 
ments violates the cherished principle of 
accrual accounting and historical cost that 
expenditures should be allocated to the 
period whose operations they can fairly be 
said to benefit. 

There are few accounting problems on 
which both theory and practice are in such 
confusion as in the allocation of ‘‘non- 
recurring” incidents of a business. Un- 
fortunately the lines between “normal” 
and ‘abnormal’ business activity are in 
practice very difficult to draw, and once 
drawn may lead to serious distortions in 
the presentation of income. Management 





tends except for income tax purposes to 
classify all doubtful gains as income and 
to charge all doubtful losses to surplus. 
Depreciation may be kept undersized and 
the eventual loss be charged to surplus 
and never reflected in income. Thus the 
income statement reflects only a portion of 
the profits and losses. Genealogy is of 
great significance to surplus. 

The “‘cost or market” basis for inventory 
seems to have been adopted largely as an 
immediate measure of reducing taxable in- 
come at the end of 1920. But its adoption 
was probably short sighted. While the 
method results in an understatement of in- 
come in the preceding period it causes an 
overstatement in the subsequent one. 

Almost alone of all agencies—govern- 
ment or private—the SEC has the resources, 
staff, and sanctions where necessary, to un- 
dertake the work of a reclassification of 
business data pointed toward the needs of 
stockholders and investors. Investors and 
the general public will inevitably benefit 
if the SEC finds it possible to undertake 
the task. 

This article is well worth reading. 

Reviewed by E. STEWART FREEMAN. 


ACCOUNTING CONCEPTS OF PROFIT, 
by Stephen Gilman, vice-president and edu- 
cational director, International Accountants 
Society, Inc. Ronald Press Co. 650 pages. 
New York. $5. 

This is really a text book on accounting 
for such advanced students of the subject 
as controllers. It discusses in turn Account- 
ing Conventions in Chapters 1 to 11; Doc- 
trines, Rules, and Principles in 12-16; 
Classification of Accounts in 17-18; Ex- 
penditures and Income in 19-21; Inven- 
tories in 22-27; Fixed Assets and Depre- 
ciation in 28-31; Profit and Loss Statement 
in 32-34; and a Summary in Chapter 35. 

In general accounting is undergoing ex- 
amination and criticism by three groups 
(1) those who misunderstand the account- 
ing mechanism itself, (2) those who mis- 
understand accounting terminology, and 
(3) those who understand the mechanism 
and the terminology but who wish to im- 
prove accounting by adding to its func- 
tions. Generally such dissatisfaction re- 
fers to the conventions, doctrines, and 
rules underlying (1) the determination of 
net profit and (2) the valuation of assets. 

Accounting itself represents not one area 
but rather the overlapping of three: (1) 
statistics, (2) economics, and (3) law. 
The relative proportions of each in any 
given situation may greatly affect the na- 
ture of the accounting even as the propor- 
tions of water, cement, and gravel govern 
the characteristics of the batch of concrete. 

The impressive use of Latin by lawyers 
and doctors, the convention of special tech- 
nical meanings for common words as in 
law, the strangeness of the hieroglyphics 


259 


used by physicians in prescriptions; all of 
these help to build up an atmosphere to 
inspire awe and wonderment and discour- 
age any attempt of the uninitiated at pene- 
trating the technical mysteries. The value 
of an accountant’s work however depends 
to a large extent upon his ability to make 
others understand it. Hence many who 
know little about it feel free to discuss, 
criticise, and improve accounting. Econo- 
mists and engineers, statisticians, bankers, 
business men, lawyers, and legislators each 
have their ideas, and the composite is often 
confusing. 

The statutory law, which by its very na- 
ture must be controlling, is written by 
lawyers, “when it treats of accounting mat- 
ters, it frequently conflicts with what ac- 
countants have come to regard as accepted 
practices.” The economists unlike the law- 
yers do not have the power to make their 
opinions coercive; also it is probable that 
they understand accounting better although 
the one has a social viewpoint while the 
other is employed by the management or 
creditors. If the master of a ship owns and 
controls his own instruments of navigation 
it may be said that this gives him the right, 
disregarding navigation laws, to manipu- 
late or control them. On account of the 
application of similar logic by business 
management part of the present pattern of 
accounting practice is the result of business 
expediency. 

The phrase “principles of accounting”’ 
has always been a popular title for account- 
ing texts but accountants have been unable 
to agree among themselves as to what these 
principles are or even whether any actually 
exist. The author lists and discusses the 
difficulties in the way of agreement as due 
to (1) the attempt to isolate the year and 
show values at each end, (2) the attempt 
to apply the simple entity mechanism to 
diverse and complex accounting mecha- 
nisms, (3) the limitations of accounting, 
(4) the shift now in process from the bal- 
ance sheet to the profit and loss viewpoint, 
(5) contradiction among principles, (6) 
legal difficulties, (7) self interest, and (8) 
lack of proper definitions. 

Since double entry bookkeeping became 
the accepted method of recording financial 
history of business, the balance sheet view- 
point has until recently prevailed. It 
reached its apotheosis with the develop- 
ment of the balance sheet audit between 
1910 and 1917. But this form of audit 
declined in popularity; it was inadequate 
and its emphasis misplaced. The use of 
balance sheets indicated a conception of 
profit which is associated with the final 
liquidation and winding up of a company. 
There are still many who believe that 
termination of a business venture and com- 
plete realization represent the only basis 
for profit determination and that there is 
no profit until the money expended on the 
plant has been recovered. 
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Many modern business enterprises con- 
sist in reality of a series of overlapping 
ventures which however may be regarded 
instead as a continuous stream of transac- 
tions. For numerous reasons the computa- 
tion of profits can not await the termination 
of a business enterprise. Both owners and 
tax authorities require periodic reports. 

The income tax started and the sharp 
lessons of the depression accelerated the 
shift of accounting emphasis toward the 
profit and loss viewpoint, with numerous 
effects, some not yet evaluated. A report 
to the stock exchange in 1934 asserted 
that “the earning capacity is the fact of 
crucial importance in the valuation of an 
industrial enterprise and that therefore the 
income account is usually far more im- 
portant than the balance sheet.” At present 
accounting is in a period of transition 
marked by conflicts of opinion and those in- 
evitable confusions which naturally result 
from the clash between the old and new. 

Most accountants and business men sub- 
scribe to the recognition of regular income 
only upon the exchange of goods or serv- 
ices for cash or cash equivalent. Cost ac- 
counting seeks to charge against this in- 
come all outgo incurred for its production, 
but there are many practical difficulties in 
the matching of related income and outgo. 
Ruled by the doctrine of conservatism ac- 
countants incline to be more generous in 
recognizing costs, expenses, and losses. The 
accountant not only counts those which 
have actually occurred but attempts to an- 
ticipate those which are probable. 

The adoption of the so-called perpetual 
inventory introduced a conflict between the 
valuations of the periodic inventory to 
which auditors have clung while cost ac- 
countants believed that their new mecha- 
nism produced true costs currently and saw 
no reason why they should be adjusted to 
any other basis. One thinks of realizable 
values on a balance sheet and the other of 
actual cost on a profit and loss statement. 

There have been three stages in the de- 
velopment of fixed asset accounting, the 
first involving realization (e.g., the sale 
of the ship at the end of the voyage), fol- 
lowed by the second involving fictitious 
realization by valuation, and a third a re- 
covery of original cost based upon a pre- 
liminary estimate of the length of the as- 
set’s life. Unlike the first two, the third 
is not influenced by varying market prices 
and attempts merely to distribute the cost 
of the asset over the years which benefit 
from its use. 

Accounting is a conventionalized writ- 
ten statistical history expressed in terms of 
money of an artificial person or entity. 
.... At its simplest accounting profit is 
the increase in entity indebtedness to pro- 
prietorship over net proprietorship invest- 
ment during the life of the entity, the ex- 


piration of which implies termination and 
realization. Periodic accounting profit rep- 
resents an interim profit computation based 
upon estimates which are accurate only (1) 
when the algebraic sum of the periodic 
profits so computed is equal to the profit 
for the entire life from inception to ter- 
mination and (2) when the items of in- 
come, cost, expense or loss employed in 
the computation for any one period are 
not properly assignable to another period. 
The methods of estimating periodic profit 
have been formalized by a variety of con- 
ventions, doctrines, rules, -and practices 
based in part upon logic and in part upon 
expediency. The significance of periodic 
accounting is therefore the algebraic sum 
of the separate significances of the various 
conventions, doctrines, rules, and practices 
which at any particular time constitute the 
common law of accounting. 

This book is well worthy of being read 
by every controller as well as by every other 
member of the accounting profession. 


Reviewed by E. STEWART FREEMAN. 





Tell Your Friends About 
“The Controller” 

Tell some of your friends about 
THE CONTROLLER. Show them a 
copy, or better still, ask the pub- 
lisher to send sample copies to a 
few of them. Regular reading of 
THE CONTROLLER will keep ac- 
counting and other executives 
posted concerning the latest de- 
velopments in this field. Some 
controllers arrange for extra sub- 
scriptions for other men in their 
organizations. Ask about the spe- 
cial rate. 














MacDONALD TO CONDUCT 
CONTROLLERSHIP COURSE 
AT COLUMBIA UNIVERSITY 


Mr. John H. MacDonald of the Na- 
tional Broadcasting Company, who is 
chairman of the Committee on Educa- 
tion of The Controllers Institute, and 
who for a year’s term served as pres- 
ident of the New York City Control, 
will conduct a course next fall in 
“Controllership Practice’ at the School 
of Business, Columbia University. 

During the past year the Committee 
on Education of The Institute, under 
Mr. MacDonald’s direction, has under- 
taken a comprehensive program de- 
signed to bring to the attention of both 
administrative officers and accounting 
teachers in collegiate schools of busi- 
ness throughout the country, the impor- 
tance of proper training for control- 
lership. It is particularly significant 
and gratifying, therefore, that Co- 
iumbia University, through Dr. Roy B. 
Kester, an associate member of The 
Controllers Institute, in charge of all 
accounting courses, has made this ap- 
pointment. As appreciation of the im- 
portance of the controller's position in 
business increases, it is expected that 
other important educational institu- 
tions will take similar steps. 

The coming Eighth Annual Meeting of 
The Controllers Institute of America—Oc- 
tober 9 and 10—will have more important 
and interesting topics in its program than 
ever before. 


New England Control to Conduct Two- 
Day Conference in Cambridge 


A special conference on controllership 
problems is planned for September 15-16, 
under the sponsorship of the New Eng- 
land Control. This conference, to be held 
in Cambridge, is to be conducted as a 
two-day group discussion. 

The first day will be devoted to discus- 
sion of the proper handling of certain 
functions sometimes included under con- 
trollership, and sometimes to be found in 
other divisions. On the second day budg- 
eting will be considered. 

Case material and reading references 
on both these subjects will be placed, in 
advance of the conference dates, in the 
hands of those registering. A dinner 


meeting is planned for the evening of the 
second day, at which it is expected to 
have as speaker an individual nationally 
prominent in budgeting and controller- 
ship. 

Registration at this conference will be 
open to all members of The Controllers 
Institute of America, but will be limited 
in numbers in order to insure satisfactory 
general discussion. Those who are inter- 
ested may obtain detailed information as 
to discussion leaders, speakers, and topics 
by applying to Mr. E. E. McConnell, care 
of the Norton Company, Worcester, 
Massachusetts. There will be a registra- 
tion fee of $10 to cover costs of conduct- 
ing the conference. 
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Policies and Objectives of Controllers 
Institute Described in Report 
of Planning Committee 


Members of The Controllers Institute 
of America received, late in June, copies 
of a report made by The Institute’s Plan- 
ning Committee and approved by The In- 
stitute’s Board of Directors, which sets 
forth the objectives and policies of the 
organization, and describes methods of 
planning both current and long range 
activities of the organization. 

Appointment of the Planning Commit- 
tee was authorized by the Board of Direc- 
tors in the fall of 1936, and the first 
committee was named by Mr. Paul J. 
Urquhart, who was then president of The 
Institute, early in 1937. The committee pre- 
sented a progress report in the fall of that 
year, having studied the committee setup 
of The Institute. Mr. Henry C. Perry, 
elected president in the fall of 1937, ap- 
pointed a new committee to continue the 
work, under the chairmanship of Mr. 
Daniel J. Hennessey—the committee of 
1937-38. That committee put into written 
form the policies of The Institute, which 
up to that time had been little more than 
unwritten law; and defined the long 
range objectives of The Institute. 

Aside from the statement of the objec- 
tives of The Institute which appears in its 


articles of incorporation—which consti- 
tute its charter—the statement of the 
policies of The Institute contained in the 
Planning Committee’s report which has 
just been made available to members, is 
the first formal presentation of both 
policies and objectives. 

As such, it should be of extreme inter- 
est to all members of The Institute—in 
fact to all controllers—as it puts into 
written form what all controllers hope 
their organization will be, and accomplish. 

It will be noted that the Planning Com- 
mittee asks for suggestions concerning 
specific activities. They will be welcome. 

Publication of this report, although 
authorized in the fall of 1938, was de- 
layed. This year’s Planning Committee, 
under the chairmanship of Major J. Cal- 
vin Shumberger, urged issuance at this 
time, in printed form, of the report pre- 
pared by the committee of the previous 
year. 

In a meeting held June 5 the Planning 
Committee considered two proposed un- 
dertakings by The Institute, which had 
been referred to the committee by the 
Board of Directors. Its recommendations 
will be reported to the Board. 
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President Seybold Names Com- 
mittee on Nominations 


President Roscoe Seybold has ap- 
pointed a committee of five members 
of The Institute to nominate seven 
candidates for election to the Board 
of Directors for terms of three years 
each, and two candidates for auditors, 
for terms of one year each. 

The committee: Mr. Franklin D. 
Colburn, The Hegeman-Harris Com- 
pany, Inc., chairman; Mr. Daniel H. 
Bender, associated Bankers Title and 
Mortgage Guaranty Company; Mr. 
Francis B. Flahive, Columbia Gas & 
Electric Corporation; Mr. Peter O. 
Hlobil, Interchemical Corporation ; Mr. 
Eugene F. Walsh, Universal Pictures 
Corporation. 
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This Booklet Will Answer Many of Your Problems | 
This valuable booklet of 24 | 

pages is a record of an address 

on “The Wage-Hour Law.” 

75 Cents a Copy 














PHILADELPHIA 
WASHINGTON 





Depreciation and Depletion Studies 
Valuations and Appraisals 

| Organization and Business Reports 

| Securities Registration Investigations 

| 


Design and Construction 


Fi ord, Bacon & Davis, ne. 


Engineers 


39 BROADWAY 
NEW YORK 


CHICAGO 
DALLAS 








Please mention THE CONTROLLER in communicating with advertisers 

















Lines of Business in Which Members 
of The Controllers Institute of America Are 
Grouped for Summary Purposes 


Note: This is a compilation which members of The Institute often have re- 
quested. It is the first time this information has been made available. In a few in- 
stances it was found necessary to classify a company with which a controller is 
connected under more than one heading. The membership of The Institute numbers 
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INSTITUTE ACTIVITIES 


NEW MEMBERS 
ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held June 27, 1939, the applicants named 
below were elected to active membership in 
The Institute: 


BERNARD J. BARTZ 
Ritter Dental Manufacturing Company, 
Inc., Rochester, New York. 


A. A. DENISON 
The Cleveland Trust Company, Cleve- 
land. 


J. A. McBripE, Jr. 
United Drill and Tool Corporation, Chi- 
cago. 

JAMES G. MCBRIDE 
George Innes Company, Inc., Wichita, 
Kansas. 

E. M. Mork 
Inland Empire Paper Company, Mill- 
wood, Washington. 

MAXIMILIAN E. PESNEL 


Behr-Manning Corporation, Troy, New 
York. 


PHILIP K. POULTON 
Talon, Inc., Meadville, Pennsylvania. 


CHARLES RINDERLE, JR. 
Bendix Aviation Corporation—Marine 
Division, Brooklyn, New York. 


Puitip C. SAYRES 
Bristol-Myers Company, New York City. 


WILLIAM M. SHANAHAN 
Consolidated Aircraft Corporation, San 
Diego, California. 

C. F. SPINDLER 
Combined Locks Paper Company, Com- 
bined Locks, Wisconsin. 


Roy W. THOMPSON 
Amazon Knitting Company, Muskegon, 
Michigan. 

GEORGE J. THOMAS 
Tel Autograph Corporation, New York 
City. 


ALVIN P. WILLIAMS 
Mandel Brothers, Inc., Chicago. 


MEETINGS OF CONTROLS 


New York City: 


Topic: ‘First Hand Observations on 
European Situation” 


On June 15 for the last meeting of 
the current season of the New York City 
Control, the officers and Program Com- 
mittee brought to the members and their 
guests one of the most striking and 
timely programs of the year. It was an 
address by Mr. John F. Chapman, foreign 
editor of Business Week, who gave his 
first hand impressions of conditions, pos- 
sibilities and probabilities in Europe, with 
special reference to their bearing on busi- 


ness conditions in the United States. Mr. 
Chapman’s message was received enthusi- 
astically and a rising vote of thanks was 
given him. The annual election of officers 
and directors was a part of the program. 
The place of meeting was changed to the 
Shelton Hotel. 


Philadelphia: 
Topic: Golf Outing and Final Meet- 
ing of 1938-1939 Season 

The Philadelphia Control terminated 
its 1938-1939 season with a golf outing 
at the Overbrook Country Club on June 
8. Eighteen participated in the handicap 
tournament, teeing off at 2 P.M. Dinner 
was served at 7:30 P.M. after which the 
retiring president, Daniel H. Schultz, of 
Leeds & Northrup Company, opened the 
meeting with a review of the accomplish- 
ments of the year just closed. He intro- 
duced the newly elected president, Elmer 
Hart of the Pennsylvania Railroad Com- 
pany, who officiated for the remainder of 
the meeting. Brief remarks were made 
by the retiring officers and chairmen of 
the various committees. 

Mr. Hart announced the names of the 
new members of committees and called 
upon the newly elected vice-president, 
Thomas W. Dinlocker of SKF Industries, 
Inc., and also Mr. Verl L. Elliott of 
Atlantic Refining Company, a past presi- 
dent of the Control, both of whom made 
very imteresting contributions to the 
meeting. He also asked for a few re- 
marks from the other newly elected ofh- 
cers and chairmen of committees. 

An invitation extended to the Control 
by Mr. D. H. Tyson of United States 
Pipe & Foundry Company to hold an- 
other golf outing on June 29 at the 
Riverton Golf Club was readily accepted 
by formal action. 


Pittsburgh: 
Topic: Annual Meeting 

The program of the annual meeting of 
the Pittsburgh Control which was held 
on June 26 at South Hills Country Club, 
Brentwood, Pennsylvania, consisted of 
golf in the afternoon, dinner and the reg- 
ular meeting in the evening. The annual 
election of officers and directors was 
followed by an address by Mr. Robert 
Heller, president of Robert Heller and 
Associates, Cleveland, Ohio. His address 
dealt with merchandising and distribu- 
tion for profit. 

His remarks were particularly significant 
and helpful, since his experience over a 
period of almost twenty years and his 
membership in six national business and 
professional associations have given him a 
broad and intimate understanding of the 
problems of industry. 


Rochester: 
Topic: Annual Meeting 
In addition to the regular program, the 
Rochester Control held the election of 
officers and directors for the coming year 
at its monthly meeting at the Rochester 
Club on May 31. 
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San Francisco: 
Topic: Annual Meeting 
The regular monthly meeting of the 
San Francisco Control was held on June 
15 at the Hotel Francis. This was the 
last meeting of the current year, so the 
main program consisted of the election 
and installation of new officers and di- 
rectors to take effect immediately. The 
rest of the evening was devoted to the 
general business of the Control. 


St. Louis: 
Topic: Annual Meeting 
Officers and directors for the coming 
year were elected by the St. Louis Con- 
trol at its annual meeting which was held 
on June 27 at the Missouri Athletic Club. 
After the election, the meeting was devoted 
to social activities. 


Syracuse: 
Topic: Plant Visit and Annual Meet- 
ing 
The Syracuse Control held its annual 
meeting on June 19 at the Canasawacta 
Country Club, Norwich, New York. A 
visit to the plant of the Norwich Pharmacal 
Company, conducted by Mr. J. K. Hill, 
controller and treasurer of the company and 
a member of the Control, was very inter- 
esting and educational. Golf and outing 
activities followed at the Country Club, in- 
cluding a fine dinner. The meeting was 
called to order at 8:30 P.M. by Mr. George 
K. Chrismer, of Easy Washing Machine 
Corporation, president of the Control, and 
officers and directors for the coming year 
were elected. Congratulations were in 
order to Mr. D. K. Van Cleef on his pro- 
motion to controller of the L. C. Smith & 
Corona Typewriter Company, Syracuse, 
New York and to member L. W. Fields on 
his new position as controller of Willcox 
& Gibbs Sewing Machine Company, Inc., 
New York, New York. 


Twin Cities: 
Topic: Annual Golf Party and Final 
Meeting of the Season 
After an enjoyable afternoon of golf 
at the Golden Valley Golf Club on June 
6, and dinner, the final meeting of the 
Twin Cities Control was called to order 
at 8:30 P.M. with Mr. H. P. Buetow 
presiding in the absence of the president, 
H. G. Peterson. The election of officers 
and directors for the ensuing year con- 
stituted the program of the evening. 


Buffalo: 

Topic: Final Meeting of the 1938- 
1939 Season and General Discus- 
sion 

At the regular meeting of the Buffalo 
Control which was held on June 6 at 
Hotel Statler the election of officers and 
directors to serve the Control for the 
ensuing year took place. The newly 
elected president is Mr. George H. Het- 
ley of Harrison Radiator Division—Gen- 
eral Motors Corporation, Lockport, New 
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York. After his remarks, membership 
policies and plans for the summer months 
were discussed. As a result of the latter, 
Mr. A. Norman Graf of Ontario Biscuit 
Company was appointed a committee of 
one to organize and promote an outing 
to be held some time during July or 
August. The meeting was then thrown 
open during which period the problems 
of garnishees, wage assignments, and 
contingent liability in connection with 
employee automobile accidents were dis- 
cussed. 


Chicago: 
Topic: Annual Meeting 
On June 6 the Chicago Control held its 
annual meeting and election of officers 
and directors for the coming year. Sixty- 
five members were present at the meet- 
ing, which was addressed by the Honor- 
able Howard Cunningham-Greene. 


Cincinnati: 
Topic: Annual Meeting and Outing 
The annual outing and election of offi- 
cers and directors of the Cincinnati Con- 
trol took place on June 13 with a golf 
tournament at the Western Hills Country 
Club. 


Cleveland: 

Topic: Final Meeting and Election 

of Officers and Directors 
The final meeting of the season of the 
Cleveland Control was held on June 13 
at the Westwood Country Club. It was 
an informal meeting with an afternoon 
of golf followed by dinner. No program 
had been outlined following the election 
of officers and directors other than to 
make it a group discussion meeting of 
plans for the coming year. Extension of 
membership was discussed which brought 
out the advantage of close fellowship in 
a small membership. With respect to 
programs for the meetings, a majority 
favored closed meetings at intervals for 

discussion on selected subjects. 


Connecticut: 

Topic: Annual Dinner Meeting and 
Election 

The Connecticut Control held its an- 
nual dinner meeting and election of offi- 
cers and directors at the Brooklawn 
Country Club, Bridgeport, on June 7. 
The guest speaker, Mr. Arthur R. Tucker, 
managing director of The Institute, rep- 
resenting national headquarters, spoke on 
the aims and activities of The Control- 
lers Institute. He also told of the plans 
for the annual meeting to be held in New 
York City on October 9 and 10 and asked 
the Control to assume the responsibility 
for one of the group conference meet- 
ings. The members present agreed to 
assume that responsibility, with Mr. L. 
M. Nichols of General Electric Supply 
Corporation to act as chairman, and chose 
the subject “Centralization versus De- 
centralization of Accounting Activities.” 


Dayton: 
Topic: Business Meeting of the Con- 
trol 
The regular monthly meeting of the 
Dayton Control was held at noon on 
June 13 at the Biltmore Hotel. It was 
decided to hold regular monthly meet- 
ings starting in September on the second 
Thursday of each month, but a luncheon 
meeting was set for Wednesday, July 12. 
Mr. W. H. Kerman of the Journal-Her- 
ald Publishing Company, a director of 
the Control and in charge of programs, 
led the discussion on how programs 
should be developed. It was the con- 
sensus of opinion that the programs 
should be set entirely around the prob- 
lems of the members. Several members 
were asked to be responsible for selected 
subjects and Mr. Kerman was asked to 
send a letter to each member to obtain 
suggestions as to topics to be used for 
discussion at the meetings. 


Detroit: 
Topic: Annual Meeting and Banquet 
and Inspection Tour 
The Detroit Control held its annual 
meeting and banquet on June 22 at the 
Grosse Ile Golf and Country Club. In 
the afternoon through the courtesy of 
the Socony-Vacuum Oil Company, mem- 
bers of the Control enjoyed a personally 
conducted tour through the company’s re- 
finery at Trenton, Michigan. Dinner at 
the Grosse Ile Golf and Country Club 
was followed by the election of officers 
and directors to serve the Control for the 
coming year. 


District of Columbia: 
Topic: Social Meeting 
The District of Columbia Control held 
a social meeting on June 13 at the Wash- 
ington Golf and Country Club. It con- 
sisted of a luncheon at one o'clock, golf 
matches in the afternoon, and dinner in 
the evening. 


Indianapolis: 
Topic: “An Investment Man Looks 
at the Controller’s Reports” 

At the monthly meeting of the Indian- 
apolis Control held on June 14 at the 
Woodstock Country Club the discussion 
was led by Mr. Wendell P. Coler, actuary 
of the American United Life Insurance 
Company in charge of corporate invest- 
ments. The subject was “An Investment 
Man Looks at the Controller’s Reports,” 
and provided considerable discussion and 
information. Officers and directors were 
elected for the coming year, since this 
was the last formal meeting until Sep- 
tember. 


Kansas City: 
Topic: “Controlling Cost Through 
Supervisors” 

The regular meeting of the Kansas 
City Control was held on June 12 at the 
Ambassador Hotel. A member of the 
Control, Mr. James P. Compton, assist- 
ant secretary-treasurer, American Asphalt 
Roof Corporation, was the speaker, and his 
subject was “Controlling Cost Through 
Supervisors.” 
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Los Angeles: 

Topic: Election and Installation of 
Officers and Report on Joint Con- 
ference in San Francisco 

The principal business of the evening 
at the June meeting of the Los Angeles 
Control was the election and installation 
of officers. This was the last regular 
meeting until September and was held on 
June 15 at the Clark Hotel. The presi- 
dent, Mr. H. T. Short of Bekins Van & 
Storage Company, reported on the activi- 
ties of the Joint Conference held in San 
Francisco on May 20 and 21. All took 
part in the selection of new officers and 
in the expression of good wishes for a 
most successful year ahead for the Con- 
trol. 


EMPLOYMENT 


Credit Manager—Financial Investigator 


Recommended through one of our 
members, a credit manager-financial in- 
vestigator with fifteen years of experi- 
ence is available. For the past three years 
he has been credit manager for a manu- 
facturing concern with approximately 
2,000 accounts. His previous experience 
includes commercial agency work as re- 
porter and investigator, editorial work in 
economic research organization, and with 
a federal commission as field adjustor. 
He is 36 years old, married, and prefers 
New York City or vicinity. Salary ex- 
pected $75-$100 a week. Address No. 305, 
“The Controller.” 


Controller—Cost Accountant—Textiles 


Because of a complete change in man- 
agement, a member of The Institute is 
seeking a new connection as controller, 
cost accountant, and office manager with 
full responsibility for all accounting, 
costs, and finances. For the past fifteen 
years he filled positions in executive 
capacities, having been a controller of a 
large tapestry mill, two hosiery mills, and 


firm manufacturing narrow fabrics, with 


previous experience as secretary and 
treasurer of two similar enterprises. He 
has the best of references and is available 
immediately. Address No. 306, “The Con- 
troller.” 


Controller 


Man of ability, judgment, and common 
sense, especially experienced in large re- 
tail organizations. Able to handle all de- 
tails of the controller’s duties, in the build- 
ing of a smooth running organization, the 
conservation of assets, the budgeting of 
results, the control of expense, and particu- 
larly in cooperation with management in 
the analysis and improvement of unprofit- 
able conditions. Address Box No. 307, 
“The Controller.” 














San Francisco Control Has Attractive 
Membership Roster 

The San Francisco Control has pre- 
pared and made available to its members 
a membership roster. This lists the names 
and members alphabetically, indicates the 
dates of their admission to The Institute, 
and lists their membership certificate 
numbers. 

Another section of the roster lists the 
members alphabetically and gives their 
titles in their companies, and business ad- 
dresses and telephone numbers. 

The roster was prepared by Mr. T. 
Gartrell, secretary of the San Francisco 
Control during the past year. He is with 
the General Metals Corporation at Oak- 
land. 


Rochester Control Had High 
Average Attendance 


Mr. Edmond S. La Rose, Controller of 
Bausch & Lomb Optical Company, who 
served as secretary of the Rochester Con- 
trol during the first two years of its ex- 
istence, has submitted to Mr. John N. 
Lambert, of the Snider Packing Corpora- 
tion, the retiring president of the Roches- 
ter Control, a report which shows an av- 
erage attendance of 46 per cent. of the 
members for the meetings held during the 
past year. 


Controllers Felicitate Publig 
Accountants : 


When the Illinois Society of Certified 
Public Accountants recently undertook is- 
suance of a Bulletin, President G. D. E. 
McAninch, of the Chicago Control of The 
Controllers Institute of America wrote a 
comment congratulating the Society on 
the first number. The second issue of the 
Bulletin contained this acknowledgment: 


“The Bulletin has elicited favorable - 


comments from some of the members of 
the Society, and, as the second number 
(March, 1939) goes to press, no disap- 
provals of the project have been received. 
This encourages the belief that the Bulle- 
tin meets with the approval of the mem- 
bership; a belief which will be cherished 
until it is forced to be abandoned. Mem- 
bers are urged to continue their com- 
ments, and are invited to submit contribu- 
tions. 

“Among the favorable comments by 
members is a paragraph in the February 
1939 Monthly Letter of George D. E. 
McAninch, president of the Chicago Con- 
trol of The Controllers Institute of 
America. This gratifying expression of 
approval from a source commanding re- 
spectful attention, is as follows: 

"We are pleased to acknowledge re- 
ceipt of Bulletin No. 1 issued by the 
Illinois Society of Certified Public Ac- 
countants “as a medium for keeping all 
members of the Illinois Society currently 
informed as to its work, its activities, and 
its problems.” It is an old pedagogic 
principle that one does not know a given 
thing until he can explain or expound it; 
in other words there can not be lasting 
subjective retention without reasonable 
expression. Bulletins are not only helpful 
in affording the expression necessary to 
acquiring subjective understanding of the 
Control's purposes but in formulating an 
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orderly and reasonably permanent pro- 
cedure, and sustaining the interest which 
every member has if he be given the spark 
of fact to keep the flame aglow. So, with- 
out presumption, the Chicago Control ex- 
tends its congratulations to the Illinois 
Society upon inaugurating this interesting 
and important achievement in expression, 
and to wish them every success in con- 
tinued publication.’ ”’ 


PERSONAL NOTES 


A weekly magazine published by the 
Kansas City Life Insurance Company en- 
titled Weekly Message, in its issue of 
July 8, 1939, made note as follows of the 
fact that Mr. Jack Lewis Batchler, con- 
troller of the company, has recently been 
honored because of his outstanding abil- 
ity and his contributions to the field of 
insurance accounting and statistics with 
the following high offices: 

“President, Insurance Accounting and 
Statistical Association; president, Kansas 
City Control of Controllers Institute of 
America; member of Board, Kansas City 
Chapter of National Office Management 
Association; and member of Budget Com- 
mittee, Kansas City Council of Social 
Agencies. 

“The Insurance Accounting and Statis- 
tical Association is made up of the officers 
and department heads of about 50 mem- 
ber companies in the life, fire and casualty 
business. Its purpose is to study the ap- 
plication of tabulating methods to ac- 
counting and statistics. Mr. Batchler was 
elected president of the Association at its 
eighteenth annual conference held in In- 
dianapolis on May 23 and 24. 

“The Controllers Institute of America 
is comprised of about twelve hundred 
controllers of such organizations as 
Standard Oil, National Broadcasting 
Company, General Mills, and other 
prominent companies. Its national presi- 
dent is the vice-president and controller 
of Westinghouse Electric Company. 

“The election of Mr. Batchler to the 
Board of the local chapter of the National 
Office Management Association and his 
appointment to the Budget Committee 
of the Kansas City Council of Social 
Agencies are further indications of the 
measure of esteem in which our control- 
ler is held. 

“Such public recognition as has been 
given to Mr. Batchler reflects a great deal 
of credit on our Company and its many 
benefits are far-reaching.” 

Mr. Batchler became a member of The 
Controllers Institute of America on 
March 31, 1937. 

Mr. Francis Burns of Gray Envelope 
Manufacturing Company, Inc., of Brook- 
lyn, was elected one of five directors of 
the company at the annual stockholders 
meeting May 26, and at a meeting of di- 
rectors the same day was elected treasurer 
of his company. He has been a member 
of The Controllers Institute since March 
31, 1937. 

Mr. F. C. Elstob, who had been con- 
troller of the International Business Ma- 
chines Corporation since June 1934, was 
recently appointed assistant secretary of 
the company. He joined the company as 
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chief accountant in 1929. Mr. Elstob be- 
came a member of The Controllers Insti- 
tute of America on April 29, 1935. Mr. 
Elstob enlisted in the British Army at 
the outbreak of the World War as a 
private and went to France with the “‘first 
100,000.” At the close of the war, he was 
demobilized as a captain in the British 
Royal Flying Corps. He qualified as a 
chartered accountant in London in 1919. 

Mr. A. J. P. Estlin was elected presi- 
dent of the Distillata Company of Cleve- 
land on April 10 by the directors of that 
company. Mr. Estlin became associated 
with the Distillata Company about three 
years ago. He joined The Institute on 
June 15, 1933, and has been active in the 
affairs of the Cleveland Control. 

Mr. Lester W. Field, who for many 
years was controller and secretary of Lam- 
son Company, Inc., of Syracuse, recently 
became controller of Willcox & Gibbs 
Sewing Machine Company, of New York 
City. Mr. Field became a member of The 
Controllers Institute of America on De- 
cember 30, 1937. He was a member of 
the Board of Directors of the Syracuse 
Control for several years and chairman of 
its Membership Committee. 

Mr. Charles R. Ogsbury was promoted 
from executive assistant to controller at 
the same time, and very soon after was 
elected vice-president of the company. 

Mr. Duncan K. Van Cleef was elected 
controller of the L. C. Smith & Corona 
Typewriters, Inc., on June 5 by the Board 
of Directors. For seven years he had been 
assistant controller of that company, re- 
moving to Syracuse from New York when 
the offices of the company were moved 
several years ago. Mr. Van Cleef became 
a member of The Controllers Institute of 
America on November 17, 1932. He has 
been active in the affairs of the Syracuse 
Control since it was organized two years 
ago. 

Mr. Frank Wild, of E. P. Squibb & Sons 
for many years, is now treasurer of Len- 
theric, makers and distributors of per- 
fumes. 


COLUMBIA TO CONDUCT 
INSTITUTE OF ACCOUNTANCY 

Columbia University is conducting 
an Institute of Accountancy to be 
held from July 10 to 14 inclusive. 
The purpose of the Institute, accord- 
ing to the announcement, is to pre- 
sent, through the medium of lec- 
tures and discussions by leaders of 
the public accounting profession, 
some of those questions which are 
claiming the earnest consideration of 
the profession at the present time. 

Meetings of the Institute will be 
held only in the mornings. The first 
hour will be devoted to the presenta- 
tion of a formal lecture, the second 
hour being given over to discussion 
under the direction of a chairman. 











Officers and Directors Elected by 
Controls for 1939-1940 


Baltimore Control* 


President, Mr. BROOKE E. Furr, McCor- 
mick & Company, Inc. 

Vice-President, Mr. ARTHUR R. Bur- 
BETT, First National Bank. 

Secretary-Treasurer, Mr. MARSHALL C. 
Roop, The Davison Chemical Corporation. 

Directors: Mr. GEORGE A. MAXWELL; 
Mr. WALTER L. Matuis, The Black & 
Decker Manufacturing Company; Mr. 
Myron G. SHOOK, The Glenn L. Martin 
Company. 


* Carried over from previous year. 


Buffalo Control 


President, Mr. GEORGE H. HETLEY, Har- 
rison Radiator Division, General Motors 
Corporation. 

Vice-President, Mr. ALBERT H. RUMBLE, 
Remington Rand, Inc. 

Treasurer, Mr. WILLIAM H. WATKINS, 
Hewitt Rubber Corporation. 

Secretary, Mr. A. NORMAN GraF, On- 
tario Biscuit Company. 

Directors: Mr. GLENN H. CRAWFORD, 
Dunlop Tire & Rubber Corporation; Mr. 
WALTER S. CorriE, National Gypsum Com- 
pany; Mr. RoBert E. DANIELS, The Fed- 
eral Portland Cement Company, Inc.; Mr. 
CLARK M. FLEMING, J. H. Williams & 
Company; Mr. JAMES G. GIBSON, Chev- 
rolet Motor & Axle, Division of General 
Motors Corporation; Mr. JOHN H. Goop- 
WIN, JR., Columbus McKinnon Chain Cor- 
poration; Mr. Howarp E. Riorpon, Colo- 
nial Radio Corporation. 


Chicago Control 


President, Mr. JOHN A. DONALDSON, 
Montgomery Ward & Company. 

Vice-President, Mr. CHARLES F. SCULLY, 
General Candy Company. 

Treasurer, Mr. C. A. LINDER, Booth Fish- 
eries Corporation. 

Secretary, Mr. DEANE S. HAZEN, Benja- 
min Electric Manufacturing Company. 

Directors: Mr. MILLER ADAMS, Fred 
Harvey Company; Mr. Epwin W. Bur- 
BoTT, A. B. Dick Company; Mr. W. C. 
Davis, George C. Peterson Company; Mr. 
JaMEs M. GIBBONS, Standard Cap and Seal 
Corporation; Mr. HERBERT E. Hott, The 
Palmer House; Mr. ALLEN U. HUunrtT, 
Jewel Tea Company, Inc.; Mr. CHRIsTIAN 
E. JARCHOW, International Harvester Com- 
pany; Mr. GeorcE D. E. McANINCH, Vic- 
tor Manufacturing & Gasket Company; Mr. 
RoBERT G. PARAMORE, Central Fibre Prod- 
ucts Company, Inc.; Mr. JEREMIAH G. 
SMITHWICK, Swift & Company; Mr. H. L. 
STUNTZ, The Alton Railroad Company; 
Mr. WILLIAM T. VoicTt, W. F. Hall Print- 
ing Company. 


Cincinnati Control 


President, Mr. G. BAIN WATERS, The 
Richardson Company. 


Vice-President, Mr. HERBERT W. BOAL, 
The Andrews Steel Company. 

Treasurer, Mr. ROBERT M. THORNBERRY, 
The Richardson Taylor-Globe Corporation. 

Secretary, Mr. MAURICE W. GRIESBAUM, 
The A. Nash Company. 

Directors: Mr. SAMUEL G. ANSPACH, JR., 
The United States Printing & Lithograph 
Company; Mr. Mark R. DayTon, The 
Hardy-Burlingham Mining Company; Mr. 
WILLIAM R. Dice, The Eagle-Picher Lead 
Company. 


Cleveland Control 


President, Mr. Lroyp D. McDoNnatp, 
The Warner & Swasey Company. 

Vice-President, Mr. H. P. THORNTON. 
The White Motor Company. 

Treasurer, Mr. J. E. HEmGEN, Basic 
Dolomite, Inc. 

Secretary, Mr. JAMES P. CARPENTER, 
The Cleveland Union Stock Yards Com- 
pany. 

Assistant Secretary, Mr. THOMAS J. 
TosBIN, Erie Railroad Company. 

Directors: Mr. JOHN H. BLAck, Bailey 
Meter Company; Mr. C. L. Cote, The 
Glidden Company; Mr. N. E. GAUTHIER, 
The Ferro Machine & Foundry Company; 
Mr. WeExsy E. GILLETTE, The Ferbert- 
Schorndorfer Company; Mr. HucGuH L. 
PATCH, The Standard Oil Company (Ohio) ; 
Mr. ROBERT J. SNYDER, Steel and Tubes, 
Inc.; Mr. THOMAS B. TOMKINSON, The 
B. F. Goodrich Company. 


Connecticut Control 


President, Mr. Louis M. NICHOLS, Gen- 
eral Electric Supply Corporation. 

Vice-President, Mr. CHARLES F. PENDLE- 
BURY, Veeder-Root, Inc. 

Secretary-Treasurer, Mr. Harry F. Jopp, 
Dictaphone Corporation. 

Directors: Mr. WILtiaAM M. Birs, Wa- 
terbury Farrel Foundry & Machine Com- 
pany; Mr. WILLIAM H. FAETH, The Bristol 
Company; Mr. JosEPpH F. McCartuy, 
United Aircraft Corporation; Mr. FLoyp 
A. PEARCE, The Torrington Company. 


Dayton Control 


President, Mr. G. RUSSELL PALMER, The 
Standard Register Company. 

Vice-President, Mr. RUSSELL W. PEppI- 
CORD, The Monarch Marking System Com- 
pany. 

Secretary-Treasurer, Mr. E. F. CAmp- 
BELL, The Fyr-Fyter Company. 

Directors: Mr. RicHarp H. B. ADAMS, 
The City Railway Company; Mr. L. G. 
IHRIG, The Egry Register Company; Mr. 
W. H. KERMAN, The Journal-Herald Pub- 
lishing Company; Mr. Karo C. KOEHLER, 
The Aetna Paper Company; Mr. JAMES J. 
MIscHLER, The Hobart Manufacturing 
Company; Mr. WARREN WEBSTER, The 
Joyce-Cridland Company; Mr. E. W. WEs- 
TON, The Weston Paper & Manufacturing 
Company. 
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Detroit Control 


President, Mr. MELBOURNE C. EMERY, 
Bull Dog Electric Products Company. 

Vice-President, Mr. JOHN E. HEarst, 
S. S. Kresge Company. 

Secretary-Treasurer, Mr. ALVIN Kropr, 
R. L. Polk & Company. 

Directors: Mr. LESTER R. DowNniE, Kel- 
sey-Hayes Wheel Company; Mr. WALTER 
J. GerIck, Socony-Vacuum Oil Company, 
Inc., White Star District; Mr. S. E. HE- 
BERT, Whitehead & Kales Company; Mr. 
EUGENE C. Hoetzie, Packard Motor Car 
Company; Mr. Noe E. KEELER, American 
Blower Corporation; Mr. A. F. Liska, 
Burroughs Adding Machine Company; Mr. 
OttMar A. WaLpow, National Bank of 
Detroit. 


District of Columbia Control 


President, Mr. HUMPHREY 
Washington Properties, Inc. 

Vice-President, Mr. HAROLD G. HAYDON, 
Potomac Electric Power Company. 

Secretary-Treasurer, Mr. RALPH E. HEIt- 
MULLER, Acacia Mutual Life Insurance 
Company. 

Directors: Mr. FRANKLIN H. KEN- 
WORTHY, Chesapeake and Potomac Tele- 
phone Company; Mr. WILLIAM R. LITTLE, 
The Evening Star Newspaper Company; 
Mr. O. H. RITENOUR, Washington Gas 
Light Company. 


LLoyp, 


Indianapolis Control 


President, Mr. Eowar>D M. KARRMANN, 
American United Life Insurance Company. 

Vice-President, Mr. S. C. LAND, Conti- 
nental Steel Corporation. 

Treasurer, Mr. BERNARD C. SCHAEFER, 
Advance Paint Company. 

Secretary, Mr. EpDWARD 
Schwitzer-Cummins Company. 

Directors: Mr. FREDERICK L. CAME, The 
Barbasol Company; Mr. C. F. EvELEIGH, 
Eli Lilly & Company; Mr. CuHar es R. 
IsRAEL, Aero Mayflower Transit Company; 
Mr. O. J. Norris, Ross Gear and Tool 
Company; Mr. PAuL STARK, Northern In- 
diana Power Company; Mr. Victor C. 
SEITER, Citizens Gas and Coke Utility; Mr. 
R. B. STEWART, Purdue University. 


J. Dowp, 


Kansas City Control 


President, Mr. J. L. BATCHLER, Kansas 
City Life Insurance Company. 

Vice-President, Mr. A. H. Crome, 
Standard Steel Works. 

Secretary-Treasurer, Mr. Oscar D. NEL- 
SON, Butler Manufacturing Company. 

Directors: Mr. Everett A. KERMOTT, 
Socony-Vacuum Oil Company, Inc., White 
Eagle Division; Mr. JAMES A. Laws, JR., 
Western Auto Supply Company; Mr. JAMES 
H. SCHULER, Crown Drug Company; Mr. 
JoHN C. SOLL, Union Wire Rope Corpora- 
tion. 

Los Angeles Control 


President, Mr. H. S. BERGSTROM, Pacific 
Finance Corporation of California. 






































Vice-President, Mr. J. C. YARBROUGH, 
Los Angeles Railway Corporation. 
Vice-President, Mr. CLyDE A. WARNE, 
California Consumers Corporation. 
Secretary-Treasurer, Mr. HOMER E. Lup- 
Wick, Firestone Tire & Rubber Company. 
Directors: Mr. Epwin E. BALLING, JR., 
Latchford-Marble Glass Company; Mr. 
PHitip F, BREEN, Pioneer Division—The 
Flintkote Company; Mr. HERBERT T. 
SHORT, Bekins Van & Storage Company. 


Milwaukee Control 


President, Mr. W. D. KNICKEL, Weyen- 
berg Shoe Mfg. Company. 

Vice-President, Mr. R. C. ZIMMERMAN, 
Premier Pabst Corporation. 

Secretary-Treasurer, Mr. ALVIN R. Corp, 
Froedtert Grain & Malting Company, Inc. 

Directors: Mr. HUGO KUECHENMEISTER, 
Ed. Schuster & Company, Inc.; Mr. Law- 
RENCE G. REGNER, Briggs & Stratton Cor- 
poration; Mr. R. P. SCHWALBACH, Wad- 
hams Oil Company. 


New England Control 


President, Mr. E. STEWART FREEMAN, 
Dennison Manufacturing Company. 

Vice-President, Mr. ALDEN C. BRETT, 
Hood Rubber Company, Inc. 

Treasurer, Mr. THOMAS A. DUNBAR, 
Boston Elevated Railway Company. 

Secretary, Mr. JOHN S. LEAROYD, JR., 
Hygrade Sylvania Corporation. 

Directors: Mr. Davin R. ANDERSON, 
The Kendall Company; Mr. GeEorGE E. 
BAsKiE, American Optical Company; Mr. 
WILFRED L. LARKIN, Boston Woven Hose 
& Rubber Company; Mr. Epwin E. Mc- 
CONNELL, Norton Company; Mr. HENRY 
C. Perry, The Heywood-Wakefield Com- 
pany; Mr. Paut S. SmiTH, Rockwood 
Sprinkler Company; Mr. C. ELLIs SPENCER, 
Crompton & Knowles Loom Works; Mr. 
CHARLES W. Tucker, H. P. Hood & Sons, 
Inc. 


New York City Control 


President, Mr. E. B. Nutt, Standard Oil 
Company (New Jersey). 

Vice-President, Mr. WILLIAM J. MaAc- 
KAY, Mutual Chemical Company of 
America. 

Treasurer, Mr. FRANK J. Scott, The 
Mortis Plan Corporation of America. 

Secretary, Mr. A. E. CHurcH, News- 
week. 

Directors: Mr. GeorGE D. Eis, Com- 
bustion Engineering Company, Inc., Mr. 
FREDERICK C. Exstos, International Busi- 
ness Machines Corporation; Mr. ALFRED 
M. GEorGER, United Artists Theatre Cir- 
cuit, Inc.; Mr. ALFRED HENRY, Gimbel 
Brothers, Inc.; Mr. HENRY F. LASHER, 
Ebasco Services, Inc.; Mr. JOHN H. Mac- 
DoNnaALD, National Broadcasting Company, 
Inc.; Mr. DENNIS J. MCNAMARA, The 
Flintkote Company; Mr. E. G. MICHAELS, 
Vick Chemical Company; Mr. Epwarp B. 
Mixiar, Yardley of London, Inc.; Mr. 
CHARLES A. PACKARD, Worthington Pump 
& Machinery Corporation; Mr. E. F. C. 
PARKER, New York World’s Fair 1939, 
Inc.; Mr. Lewis D. PARMELEE, Atlantic 
Gulf & West Indies Steamship Lines; Mr. 
VINCENT C. Ross, Prentice-Hall, Inc.; Mr. 
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FRANK WILD, Lentheric, Inc.; Mr. CLEE- 
MANN WITHERS, Sperry Gyroscope Com- 
pany, Inc. 


Philadelphia Control 


President, Mr. ELMER Hart, Pennsyl- 
vania Railroad Company. 

Vice-President, Mr. THoMAs W. DIn- 
LOCKER, S K F Industries, Inc. 

Treasurer, Mr. FRANK M. FISHER, The 
Lehigh Coal & Navigation Company. 

Secretary, Mr. THOMAS L. Evans, N. 
Snellenburg & Company, Inc. 

Directors: Mr. ALLEN L. FOWLER; Mr. 
HaAro_D H. GiFForD, Horn & Hardart 
Baking Company; Mr. THomas S. Lever, 
Jr., The Philadelphia Gas Works Com- 
pany; Mr. Mark Z. McGIL1, Collins & 
Aikman Corporation; Mr. J. WALTON Sr. 
CLAIR, Hajoca Corporation; Mr. DANIEL 
H. SCHULTZ, Leeds & Northrup Company; 
Mr. Donovan H. Tyson, United States 
Pipe & Foundry Company. 


Pittsburgh Control 


President, Mr. JOHN M. Autry, Pitts- 
burgh Screw and Bolt Corporation. 

Vice-President, Mr. CiirForp A. HIL1, 
Dravo Corporation. 

Treasurer, Mr. WILLIAM E. SCHEIBLER, 
The Union Trust Company of Pittsburgh. 

Secretary, Mr. R. Eart Gray, Koppers 
United Company. 

Directors: Mr. FLoyp C. BarTon, Hazel- 
Atlas Glass Company; Mr. JOHN V. Bow- 
SER, The Westinghouse Air Brake Com- 
pany; Mr. VINE F. Covert, Westinghouse 
Electric & Manufacturing Company; Mr. 
F. M. Hesse, National Steel Corporation; 
Mr. M. L. JARBOE, Diamond Alkali Com- 
pany; Mr. JOHN A. Krut, G. C. Murphy 
Company; Mr. WILLIAM L. Naytor, Gulf 
Oil Corporation. 


Rochester Control 


President, Mr. EpmMonp S. LARosE, 
Bausch & Lomb Optical Company. 

Vice-President, Mr. C. J. VAN NIEL, 
Eastman Kodak Company. 

Vice-President, Mr. DoNALD B. WEB- 
STER, The Garlock Packing Company. 

Treasurer, Mr. LAWRENCE S. CALLA- 
GHAN, The Todd Company, Inc. 

Secretary, Mr. THomMas M. McDer- 
MoTT, Hickok Manufacturing Company, 
Inc. 

Directors: Mr. JOHN N. LAMBéRT, Sni- 
der Packing Corporation; Mr. A. N. Ma- 
succl, Hickey-Freeman Company; Mr. 
HERBERT J. NOBLE, Taylor Instrument 
Companies; Mr. NorMAN R. OLLEy, The 
R. T. French Company; Mr. Epwin C. 
RoworTH, Stromberg-Carlson Telephone 
Manufacturing Company. 


San Francisco Control 


President, Mr. LEONARD W. HUGHES, 
California Corrugated Culvert Company. 

Vice-President, Mr. T. GARTRELL, Gen- 
eral Metals Corporation. 

Treasurer, Mr. REESE TUCKER, Balfour, 
Guthrie & Company, Ltd. 

Secretary, Mr. C. THEODORE PLUMMER, 
Marchant Calculating Machine Company. 

Directors: Mr. W. S. FULWIDER, Vic- 
tor Equipment Company; Mr. C. C. Gi- 
SON, The Paraffine Companies, Inc.; Mr. 
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OwEN T. JONES, American Trust Com- 
pany; Mr. JOHN G. WALLING, Honolulu 
Oil Corporation. 


St. Louis Control 


President, Mr. ARTHUR C. SCHUCHARDT, 
Lambert Pharmacal Company. 

Vice-President, Mr. V. R. KOoenie, 
Mississippi Lime Company. 

Vice-President, Mr. Louis C. Kunz, 
Mallinckrodt Chemical Works. 

Secretary-Treasurer, Mr. GEORGE A. 
OBER, Corneli Seed Company. 

Directors: Mr. JOHN F. CuLver, Cen- 
tury Electric Company; Mr. Paut L. Ja- 
cosy, Ralston Purina Company; Mr. JOHN 
C. Naytor, Pet Milk Company; Mr. 
LeRoy C. ODELL, Gaylord Container Cor- 
poration; Mr. WILLIAM N. Payne, Amer- 
ican Zinc, Lead and Smelting Company; 
Mr. HENRY J. SERTH, Wohl Shoe Com- 
pany; Mr. E. J. SpiIeEGEL, Gaylord Con- 
tainer Corporation. 


Syracuse Control 


President, Mr. GEORGE K. CHRISMER, 
Easy Washing Machine Corporation. 

First Vice-President, Mr. DUNCAN K. 
VAN CLEEF, L. C. Smith & Corona Type- 
writers, Inc. 

Second Vice-President, Mr. HuBertT L. 
BALME, Oneida, Ltd. 

Secretary-Treasurer, Mr. Francis E. 
Doonan, Hall & McChesney, Inc. 

Directors: Mr. JosEPH W. Crossy, 
Will & Baumer Candle Company, Inc.; 
Mr. KARL M. HAENDLE, First Trust & 
Deposit Company; Mr. Paut B. Murpuy, 
Central New York Power Corporation; 
Mr. THOMAS S. TALLMAN, Dunn and Mc- 
Carthy, Inc.; Mr. ARNOLD E. WooNTON, 
New Process Gear Corporation. 


Twin Cities Control 


President, Mr. GrEorGE H. HEss, Jr., 
Great Northern Railway Company. 

Vice-President, Mr. WILLIAM F. HAGER- 
MAN, The Minnesota Mutual Life Insur- 
ance Company. 

Vice-President, Mr. REYNOLD A. LEE, 
Powers Mercantile Company. 

Secretary-Treasurer, Mr. C. W. PERRINE, 
Minnesota Amusement Company. 

Directors: Mr. A. E. AHLBERG, North 
Western Fuel Company; Mr. Peris A. 
Brett, American Hoist & Derrick Com- 
pany; Mr. RicHarp H. Dor, The Em- 
porium of St. Paul, Inc.; Mr. L. E. FEL- 
TON, Minnesota Valley Canning Company; 
Mr. H. G. PETERSON, Minneapolis-Honey- 
well Regulator Company; Mr. RUDOLPH J. 
SEMSCH, Cargill, Incorporated; Mr. ROME 
A. SEXTON, Minneapolis Brewing Com- 
pany. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











* LONG DISTANCE sounvs 


ASSEMBLY FOR FACTS AND FIGURES 


—_ 
Wen controllers need an inventory or an 
estimate of depreciation, a tax statement or a 
contract bid... they usually need the information 
right away. And Long Distance telephone service 
gets it right away .. . permits personal discussion 
of details... clears up doubt. 

That is why controllers depend upon Long 
Distance as a rapid, direct, precise means of 





making their data fall into line .. . often on the 
first call. And recognizing how essential the tele- 
phone is to their own functioning, they regard its 
judicious use in the purcnasing, production, 
traffic, sales and credit departments with favor. 

They have found that the low charges for 
Long Distance calls are a sound invest- 
ment in the light of results obtained. 
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WITH DITTO, NOTHING EVER IS RE-WRITTEN 


Once you appreciate that fact, you realize the 
huge savings, the increased speed of operation, 
the complete stoppage of error, that Ditto brings. 
Certified annual savings of ten thousand dollars, 
twenty thousand, and more, are by no means 
unusual. 


HOW WHOLESALERS USE DITTO 


In wholesale concerns, the salesman’s original 
order is the first AND LAST writing. With 
photographic accuracy Ditto takes that original 
writing and from it makes all subsequent forms 
needed to fill, ship and bill the order. 

Orders are filled on all floors or in all depart- 
ments at once. Invoice goes with order. A ledger 
card is produced, eliminating posting to custom- 
ers’ accounts. Accounting, credit, collection, are 
simplified. Savings are huge... Ditto adapts 
to all wholesale companies, benefits are most 
marked in smaller firms. 








GET ACTUAL FORMS 


Portfolio of actual 
wholesaling forms 
shows how Ditto brings 
flashing speed, big new 
economies. Send for 
yours—no obligation 
...- DITTO, Inc., 2208 
W. Harrison Street, 
Chicago, Ill. 


DITTO, Inc., 2208 W. Harrison Street, Chicago, Ill. 
Gentlemen: Without obligation please 


( ) Send me Actual Ditto Wholesaler’s Forms. 
( ) Arrange a Ditto demonstration for me. 





OUTSTANDING FEATURE S* 
of the .A.S. Course 


*The International Accountants Society, Inc. (established in 1903), is the oldest 


home-study school of accounting in America. 
*The I.A.S. teaches accounting and allied subjects exclusively. 


*More than seventeen hundred of those who have enrolled for I.A.S. training are now 


Certified Public Accountants. 
*The L.A.S. has a Faculty of sixteen Certified Public Accountants. 


*The [.A.S. Advisory Board of forty members includes outstanding Certified Public 


Accountants, business executives, attorneys, and educators. 
* All I.A.S. examination papers are graded and signed by C.P.A.’s. 


*].A.S. training meets the needs of the individual. Over one-half of each subscriber’s 


course covers subjects pertaining directly to work in which he is especially interested. 
*The [.A.S. Course, easy to read and understand and profusely illustrated with draw- 
ings, graphs, and charts, is very interesting. 

*The I.A.S. Course is kept up to date at all times through the operation of the I.A.S. 


Revision Plan. 


*The Resident Final Examination Plan assures prospective employers of each graduate’s 


thorough, tested knowledge of accounting. 


*The I.A.S. Life Scholarship Privilege entitles the graduate to follow his own selection 
of a comprehensive post-graduate study program, without additional cost, after finishing 


his diploma course. 


[ Descriptive literature is available, without cost or obligation, for ] 
| 


distribution to those who would like information regarding 1.A.S. 


postcard as shown below. 


L training for beginners or advanced students. Address a letter or | 


INTERNATIONAL ACCOUNTANTS SOCIETY. Ine. 


A Correspondence School Since 1903 
3411 SOUTH MICHIGAN AVENUE 
CHICAGO, ILLINOIS 











